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---ON RESUMING AT 2:00 P.M., DECEMBER 2, 1963. 

THE CHAIRMAN: Ladies and Gentlemen, 
we will bring the meeting to order, as we now have a 
quorum, 

We have with us this afternoon Mr. 

C. M. Cawker, President of the Canadian Consumer Loan 
Association. I will ask Mr. Cawker to introduce the 
gentlemen that he has with him and tell us who they 
are before he proceeds with the brief which is quite 
long, I understand, and which he is going to read to 
us. Would you go ahead, Mr. Cawker and introduce 

the gentlemen who are with you, please? 

MR, CAWKER: Mr. Chairman, ladies and 
gentlemen, my names is Charles M, Cawker, I live in 
Belleville, Ontario and I'm President of the Canadian 
Consumer Loan Association and my company affiliation 
is . Longbank Finance Limited. With me today I have 
to my immediate right the Past President of the Canadian 
Consumer Loan Association, and Vice-President and 
General Manager of Beneficial Finance Company of Canada, 
Mr. Edward J. Hendricks. Andon his right Frederick 
C. Oakes, Vice-President of, Executive Vice-President 
of Longbank Finance and the Past President of the 
Canadian Consumer Loan Association. And Mr, James H,. 
Jones, President and General Manager of Soverign Finance. 

Our brief, Mr, Chairman, is rather 
lengthy, but due to the relationship over the years 
with the Department of Insurance Federal and the 
statistics which have been accumulated, not only by 


that Department in its supervision of our industry but 
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also thanks to the statistical departments of some of 
our members, we have tried to bring together in a brief 
the pertinent information which we certainly hope might 
be of help to this Committee, If it please the 
Committee, I will read the brief. 

THE CHAIRMAN: Proceed then, Mr. Cawker. 

MR, CAWKER: ‘The Canadian Consumer 
Loan Association is composed of small loans companies 
and money lenders licensed to make loans to Canadian 
consumers under the Small Loans Act. Subject to the 
approval of its Board of Directors as to an applicant's 
qualifications, all corporations, partnerships and 
individuals licensed under this Act are eligible for 
membership. The total outstandings under the Small 
Loans Act on December 31, 1962, amounted to 1,055,356 
loans for $482,246,939 of which 99% was written by 
members of this Association. 

"The objectives of the Association 
which was formed in 1944 are as follows: 

(a) To improve the operating standards 
of its members. 

(bo) To promote, encourage and maintain 
policies calculated to cultivate public confidence in 
the small loans business. 

(c) To compile, make available and 
disseminate information relating to the said business 
for use of its members and the general public. 

(d) To encourage its members to co- 
operate with Better Business Bureaux, Chambers of 


Commerce, Boards of Trade, Welfare Societies and other 
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agencies for the purpose of improving economic and 
social conditions, 

(e) To do all such other things as 
are incidental or conducive to the attainment of the 
above objects. 

"The Code of Ethics of the Association 
appears as Appendix A of this brief and the list of 
members appears as Appendix B. Of course the figures 
referred to in the first paragraph of this brief are 
from the Interim Report of the Department of Insurance, 
Small Loans Companies and Licensed Money Lenders for 
the year ended December 31, 1962. 

"The regulated consumer loan business 
developed in response to an urgent social and economic 
need for a cash loan service to families of modest 
means. This need for staisfactory sources of small 
loans to consumers has only developed in Canada during 
comparatively recent years with the change from an 
agrarian to an industrial economy and the consequent 
shift of population from rural to urban areas. The 
result has been the dependence of a growing number of 
people on cash income rather than on the physical 
products of their own hands. Early laws did not protect 
borrowers and many people needing small loans were 
victimized by unscrupulous lenders charging exorbitant 
rates. 

"This condition did not develop as 
early in Canada as in the United States where intensive 
studies of the problem commenced in 1908. Most active 


in this field was the Russell Sage Foundation, a philan- 
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thropic body dedicated to the improvement of social and 
living conditions. Studies by the Foundation showed 
laws limiting interest on all loans, regardless of size, 
were inadequate as far as small loans were concerned 
since they only prevented small loans being made legally 
and drove people into the hands of the unscrupulous 
lenders. it also was apparent from experiments with the 
operation of philanthropic lending agencies that the 
need for small loans could not be met in this manner. 
The Foundation concluded that the only answer was to 
enact laws which would provide small loan rates low 
enough to protect borrowers but high enough to attract 
the commercial capital necessary to meet the public 
need, 

"The Foundation received the support 
of ethical lenders, welfare organizations and far- 
sighted business leaders. By 1917 the first laws 
containing the provisions now known as the Uniform 
Small Loan Law had been passed in the majority of 
states. 

"In Canada it was apparent by 1936 
that a small loan law was necessary for here, as had 
happened in the United States, the unscrupulous lenders 
were creating serious social problems. 

"Prior to 1940 when the Small Loans 
Act became operative, there was no effective legislation 
to protect small sum borrowers. The Money-Lenders Act 
of 1906 limited to 12% per annum interest on all loans 
of $500 or less but did not prevent the making of 


additional charges. The situation which existed is 
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described very clearly in the preamble to the Small 
Loans Act:- 
‘Whereas it has become the common practice for 
money-lenders to make charges against borrowers 
claimed as discount, deduction from an advance, 
commission, brokerage, chattel mortgage and 
recording fees, fines and penalties, or for in- 
quiries, defaults or renewals, which, in truth and 
substance are in whole or in part, compensation 
for the use of money loaned or for the acceptance 
of the risk of loss or are so mixed with such 
compensation as to be indistinguishable therefrom 
and are, in some cases, charges primarily payable 
by the lender but required by the lender to be 
paid by the borrowers; and whereas the result of 
these practices is to add to the cost of the loan 
without increasing the nominal rate of interest 
charged so that the provisions of the law relating 
to interest and usury have been rendered ineffect- 
ives 
"Thus there were no legal means of 
preventing lenders from making extra charges of various 
kinds with the result that borrowers, lacking the 
bargaining power usually present in commercial trans- 
actions, often found themselves saddled with uncon- 
scionable charges and repayment terms, 
"A small group of ethical lenders who 
were operating under special private acts, did not con- 
done such practices and madeevery effort to bring these 


conditions to the attention of responsible people to the 
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end that overall effective legislative action might 

be taken. These efforts led eventually to a complete 
examination of the subject by successive parliamentary 
committees between 1936 and 1939. During these hearings 
witnesses appeared representing social agencies in 
Canada and the United States, banks, credit unions 

and the responsible lenders. 

‘The final report resulting from these 
various parliamentary studies was issued June 1, 1938 
by the House of Commons Banking and Commerce Committee. 
The emphasis this Committee placed on the importance of 
setting as low a rate as possible is indicated by the 
following statement which appeared in the Committee's 
report: - 

'Throughout its enquiry your Committee's objective 
has been to secure the best procurable rate for the 
borrower. ! 

"However the Committee was mindful of 
the need for an adequate rate and this type of service 
as indicated by this further statement:- 

‘Obviously the State can intervene advantageously 
over rates only within a limited field; for 
naturally a legislative rate at which money is not 
obtainable is of doubtful benefit to necessitous 
people. in the debates over the subject it would 
almost seem to have been at times forgotten that to 
legislate a maximum rate is an injunction that, if 
people cannot borrow at the prescribed rate, they 
cannot borrow at all.' 


"The principal conclusions of the 
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Committee were:- 

(1) There was a need for instalment loans to wage 
earners and salaried people. 

(2) The cost ratio of small consumer instalment loans 
was considerably higher per dollar loaned than in the 
case of commercial loans and therefore a higher rate 

was necessary. 

(3) Existing legislation did not provide the protection 
that borrowers should have against excessively high rates]. 

"The Small Loans Act as passed in 1939 
set the "cost of loan" at a maximum of 2% per month on 
reducing balances. Such cost included all charges for 
any loan of $500 or less. The Act fulfilled its purpose 
and licensed, supervised consumer loan service became 
available across Canada. 

"The Act also provides for licensing, 
inspection of lenders' books and records, and annual 
returns by lenders to the Superintendent of Insurance 
for Canada. This is a most comprehensive return which 
fully discloses all details of the operation as will be 
seen by the copy of the Superintendent's Annual Report 
for 1961 which is the latest available and appears as 
Appendix C. In connection with licensing, Section 5(a) 
of the Act states:- 

'The Minister may issue a license to any person 
upon being satisfied that the experience, character 
and general fitness of such person, or if such a 
person is a corporation, of the officers and 
directors of the corporation, are such as to war- 


rant the belief that the applicant will, if granted 






















= 


vie ubeat touche: Ol aga a uy 

7 i Ay 
ofqeeg frete few Som visas |f 
Sxtelnvant aesveeoo Biema Yo, é)0R7 ton wt: AS). 


See nb dad? teenel tciteaeh. wg sacha (iaroh ens ma 


‘pys't waits, ti Zz wie are? Dee aoaad!l fetoTeiner te one 










Utne er Rew 
meres aif shiver tor 615 awhtefelas! sateen {=} 
merewGiiy Ylevliavescis. Seteqe ves Sips yuwovted Smt 


Ser, fet heeseg aa 44h. arsed If wed af oe |) ae 4 
“r 7 


ao Adem sh Re TH VOL EM. f has “aeor ‘os teea™ -artd eae 4 4 
tat SSW AR! iie Bebaicvr. ?¢0) foe .emetad paren ee iv 
? i ae 
- 7 


woagque) aff poliht vt to. ant ,9eed 10 0ORE Legit See eee 


OasoSt OFfSeq ciel Servengn buciwreqe .deassott bas ee “nu 


| ee ot 
| ciate Qeetas eldaitevs Sai sie 
: | bias 

ya? Doha L | use. “eee: mr aris sak am” 7 

) aa) 
{ - 4 cr 

) Sie .7i( ePht 189, bis @deed * srim ey on 

| LEGG PYIOCS4 iS ueCC Tino. Fe soldooqemt 7 ae a i, 

. 7 a fay 

| DORPWGA) lw traspevntreqit em: ad peaked yt eee 7 eee vs a 


of ; i } 
a Gilna mise? sv leusaces Ott eee Tout @ 22. aoe ahead Toh q } 7h 4 


. q et £iiw Se cores A305 OS. if &ligces tte aoz0i 9gfd Ae T f ne 
4 
‘ 
ae 
al 


Pregeh Laces a! toh tures edt Re yen ome Re HOE 
| BS MIe9ggs Ons of “ilses teadad es at ronste ABAE aOR , 
a we Pokvoe’®. .eetacvett wctiw settecaagoal L6 eahaegh: | 
q ~ raetate aaa tw | 
; hare ¢ae OF oFeooll & somRr om conde weet ee 


ith amerigdtirqicn wets trols seiansdipesilen | nl 
. ieee is ‘tial 
oo Ret zee coer ar 























ae _ di 






eiaheeiie oar 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO = *=7 863 





@ licence, carry on with efficiency, honesty and 
fairness to borrowers the business of money lending 
pursuant to this Act.! 

"By 1956 when the Act had been in force 
for sixteen years without revision, it became apparent 
that with the post war growth of the economy there had 
been a tremendous increase in the demand by consumers 
for loans over $500. This is evidenced by the fact that 
at the end of 1956 out of a total of $343 million in 
loans outstanding with licensed consumer loan companies 
and their affiliates, only $88 million, or 26% represent- 
ed loans up to $500 and therefore under regulation. 
After extensive study by the House of Commons Banking 
and Commerce Committee, the Act was amended effective 
January 1, 1957, to extend the area of regulation to 
cover all loans up to $1,500 under the following 
conditions: - 

(1) Maximum rates: 
ef 2% per month on any part of the unpaid principal 
balance neh eegecding 5300, 
1% per month on any part of the unpaid principal 
balance exceeding $300 but not exceeding $1,000, 
3% per month on any remainder of the unpaid 
principal balance exceeding $1,000 but not exceed- 
ing $1,500. 
No other charges whatsoever may be made under the 
terms of the loan contracts. 
(2) The cost of any loan or any part of it cannot be 
compounded or deducted in advance. 


(3) In the case of loans for $500 or less made for more 
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than 20 months, and loans between $500 and $1,500 made 
for more than 30 months, the rate must not exceed 1% 
per month on unpaid principal balances, Similarly, if 
part of any loan remains unpaid after the due date of 
the final instalment shown in the contract, the rate 
shall not exceed 1% per month on the unpaid balance. 
(4) If more than one loan is made to one person or to 
a husband and wife, the same rates apply as though one 
loan for the same total amount was made. 

(5) Loans shall be repayable in approximately equal 
monthly instalments. 

(6) The borrower may repay the loan or any part of it 
on aly instalment date, without notice, bonus or 
penalty. 

"Tt is interesting to compare rates 
in the Canadian small Loans Act with legal rates in 
other countries. The schedule appearing as Appendix D 
sets out the maximum legal rates under the various acts 
of the state legislatures in the United States and it 
can be seen from this the Canadian rates are lower in 
every instance. 

"In Great Britain the law is not as 
positive as in Canada and the United States. The law 

there sets no direct limit on the rate of interest a 
money lender may charge. It does specify, however, 
that if the rate is greater than 48% per annum, the 
money lender must show, in any proceeding in respect 
of money lent, why the Court should not consider the 
rate excessive. Conversely, where the rate is less 


than 48%, the borrower must show the Court why it should 
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consider the rate excessive. 

"By the end of 1962, of the $644 
million reported by the Bank of Canada as outstanding on 
the books of licensed consumer loan companies and their 
affiliates, $482 million, or 75%, represented loans of 
up to $1,500 and therefore under regulation. A copy 
of the Act and an explanatory digest of it appear as 
Appendices E and F. 

"Each licensee is inspected annually 
be Department of Insurance examiners. Complaints to 
the Department about loans made under the Act by 
licensed lenders have been rare. This is noteworthy 
in the light of the more than one million loans made 
annually. Members of the Canadian Consumer Loan 
Association are continually alert to the possibility of 
illegal lending activity which occasionally comes to 
light in connection with unlicensed lenders. In these 
cases the information is cleared through the Association 
Headquarters and passed on to the Department of 
Insurance for investigation and such other action as 
the Superintendent may direct. This manifest desire 
on the part of members of the Association te see the Act 
achieve its purpose has undoubtedly had much to do with 
the successful operation of the Act. 

"The following table shows the 
effective rates to the borrower resulting from the 


rates set out in the Small Loans Act:- 
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TABLE 1 
Lenders! Gross 

Amt .of Rates Rate/ Rate/ Revenues/$100 
Loan (Small Loans Act) Month Annum Loaned/Year 
$300 2% 2.00% 24.00% $13.46 
$500 2%-$300 

1%-$301-$500 *1.81% 21.72% $12.15 
$1,000 2%-$300 

1%-$301-$1, 000 *1,47% 17.64% $ 9.87 


$1,500 2%-$300 
1%-$301-$1, 000 
3%-$1, 000-$1, 500 *1,27% 15.24% $ 8.44 


*Average rate when loan is paid according 
to contract. 


And you will notice in Table 1 the rather wide 
swing in rates per annum from the 300 to 1500 and the 
lender's gross revenue on dollars earned per year. 

And it should be noted that the percentages marked with 
an asterisk are the average rate when the loan is paid 
according to contract. 

‘The last column, showing the lenders' gross 
revenue per $100 of loan made per year, illustrates 
the point that in the case of instalment loans a rate 
of 24% per annum does not mean a cost of $24.00 per $100 
of loan. This is a common mistake which is even 
sometimes made by otherwise well informed people and is 
attributable in part to the use of other methods of 
calculating charges by other financial agencies. 

"Consumer instalment credit falls into two main 
divisions which are quite distinct but are often confuse 
by many who comment on them in public discussion. These 
two divisions are:- 

(1) Instalment sales financing. 


(2) Instalment cash loans. 
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"Instalment sales financing enables 
people to make purchases which they do not wish to or 
are unable to make out of savings. The unpaid balance 
of the purchase price is financed directly by retailers 
or through sales finance companies. Ownership does not 
pass to the purchaser until the final instalment is paid. 
Sales finance companies which specialize in this service 
to dealers rarely deal directly with the prospective 
purchaser at the time of purchase. 

"Consumer loan companies in extending 
cash credit deal directly with the borrowers and are 
fully responsible for investigation of their credit 
standing as well as for the administration and collectio 
of the loans. Since the majority of loans are made 
without liquid or readily saleable security, lenders 
must regard character and paying ability as of prime 
importance and therefore must ensure these factors are 
accurately assessed, 

"A substantial portion of cash personal 
loans are made to enable families to reorganize their 
financial affairs and help them to recover from 
ARR ERRERT: created by unexpected demands or interruption 
of income, This permits families to work their way out 
of debt at a pace suited to their earnings. 

"In addition to consumer loan companies, 
banks and credit unions make consumer loans. As consume 
eredit has attained a more widespread acceptance and 
the philosophy of saving for goods and services while 
enjoying their use has become more generally accepted, 


the banks have increased their activity in this field. 
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The Bank of Canada Statistical Summary for May, 1963, 
reports that at December 31, 1962, the chartered banks 
had $1,183 million outstanding in consumer loans. This 
is outlined in Table 2. 

"The banks have a ready source of low 
cost funds available and with existing branches 
adequately staffed the costs of this additional service 
can, to a considerable extent, be absorbed in their 
general overhead. Despite these advantages their lower 
rates of charge impose a limit upon the costs which a 
bank can incur in investigating credit worthiness of 
applicants and in servicing and collecting loans. Bank 
management, aware of the cost limitations and of its 
responsibilities to depositors, usually sets materially 
higher credit standards in selecting risks than do 
other types of consumer credit institutions. 

"Credit unions in recent years have 
experienced much the same growth rate as banks and 
consumer loan companies and now have a considerable share 
in the consumer loan total. By the end of 1961 there 
were 4,700 credit unions in Canada with 2-3/4 million 
members and assets totalling 13 billion dollars. Of 
these, 1,533 were located in Ontario with 581,000members 
and assets of $270,000,000. 

"Credit unions have definite limitations 
in that their services are available only to their member- 
ship which is usually restricted to a more or less homo- 
geneous group of people with some common bond of interest. 
They generally stress low rates of charge compared with 


other types of institutions and they also stress 
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idealistic or moralistic motives of helpfulness to 
fellow members. However, an individual who has access 
to eredit union services can, and frequently does, use 
the services of a bank, a consumer loan company or other 
lending institution, depending on his ability to meet 
their credit standards or on the degree to which his 
particular needs can be served by them. 

"There are several reasons for credit 
unions! ability to make loans at lower rates than con- 
sumer loan companies not the least of which is their 
complete exemption from income tax. In addition, they 
are able to effect substantial operating economies throu 
voluntary unpaid workers, rent-free space (especially in 
the case of industrial credit unions) less extensive 
credit checking of loan applicants, lower collection 
and payment processing expense (particularly where 
payroll deductions are in force). 

"Experience indicates the range in the 
field of consumer loans is so wide as to borrowers! 
character, capacity, stability and other factors which 
constitute his credit stature, that it is unlikely 
ever to be adequately or completely served by one type 
of institution whether it be banks, credit unions or 
consumer loan companies. While the banks have a larger 
share than either credit unions or consumer loan 
companies, these two between them comprise half the 
consumer loan segment of the consumer credit field. 

"The consumer loan companies are unique 
in that they are theonly source of consumer loans which 


is available to many thousands of families who cannot or 
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do not wish to be members of credit unions or meet 
bank requirements. A further difference is the fact 
that they do not accept deposits but are dependent on 
commercial capital to satisfy their borrowers' 
requirements. They are also highly specialized in that 
they concentrate on consumer loans. 

"Consumer credit is generally regarded 
as consisting of contractual obligations entered into by 
consumers but not as house buyers for personal rather 
than business reasons. As such, it includes indebted- 
ness incurred in the form of charge accounts, commitments 
to pay for goods and services in instalments and personal 
borrowing without attendant collateral in the form of 
stocks and bonds. 

"The Bank of Canada does not produce 
a Single table showing all the elements of consumer 
credit but the following table is consistent with the 
above description and the figures composing it are 


taken from Bank of Canada publications as indicated:- 
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TABLE 2 
CREDIT EXTENDED TO CONSUMERS BY RETAIL DEALERS AND CERTA 
FINANCLAL INSTITUTIONS 


December 31 


(Millions of (% of Total Con- 
Dollars) _ sumer Credit) 
1949 1957 1962 1949 1957 1962 
CASH LOANS 
Banks (1) 173 427 -1,183 Cieenk oe Guest, 


Consumer Loan Cos, 


(2) 77 347 644 9.4 13.1 15.3 
Credit Unions (3) G3ip abe Debt De: fet: 90.0. te. 
Total Bis 1,026 2,556 38.2 38.7. 55.9 
SALE CREDIT 


Retail Dealers(4) 389 826 1,039 A7AG MES eee OH 7 


Instalment Sales 


Finance Cos. da Ome cCO mt ait Tatoo. oaaloe Ss 
Consumer Loan Cos, eee pha PU - 26m edo) 
Total 505 1,621 1,855 61.8. 61.3 .44.1 


TOTAL CONSUMER 
_: CREDIT 818 2,647 4,207 100.0 100.0 100.0 
Table 2, as you will see, breaks 
down the cash loan business under the headingsof the 
tuned principle suppliers of this service and sales 
eredit, commonly referred to as the acceptance business 
under the three main suppliers of this service, 
The sources are the Bank of Canada 
Statistical Summary Finance Supplement, 1957 (1949 
figures), and the Bank of Canada Statistical Summary, 


May, 1963 (1957 and 1962 figures). 
The Notes -- I shall just go through 
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them quickly. I think they are fairly explanatory. 

(1) Loans to individuals other than for business 
purposes or home improvements and not fully secured 
by marketable stocks and bonds, 

(2) Loans made by companies licensed under the Small 
Loans Act and affiliated companies usually repaid 
in instalments. 

(3) Not secured by mortgages. 

(4) Charge account credit and instalment sale credit 
combined, 

(5) Latest available, December 31, 1961 

"The year 1949 was selected because it 
is the year chosen by the Dominion Bureau of Statistics 
as its base year. The year 1957 was chosen because 

it was in 1958 that the banks commenced a much more 

concerted effort to develop business in the sales finance 

and consumer loan fields by setting up special depart- 
ments for this purpose. 

"Tt can be seen from this table that 
with only 15.3% of the total, consumer loan companies 

do not comprise one of the major segments of consumer 

credit. Banks with 28% of the total and retail dealers 

and instalment sales finance companies with 24.7% and 

18.3% respectively are the major participants. Never- 

theless, with 1,055,000 loans of $1,500 or less account- 

ing for $482,000,000., it can readily be understood that 
the role of the consumer loan companies is of real 
important to those families which use their service in 
amounts averaging about $450 each. 


"In examining further the percentage 
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section of the table, several points stand out. The 





banks'share of the total, which declined over 5% in the 
eight years from 1949 to 1957, rose sharply by over 124% 
in the four years ending December 31, 1962. Significant- 
ly, the sales finance companies and retail dealers 
decreased 11.2% and 6.5% respectively while the relative 
growth of consumer loan companies and credit unions 
remained at about the same level. 

‘The offices of modern consumer lenders 
are set up to provide efficient service to customers in 
locations which are readily accessible. Since Eten 
is important to consumer borrowers, lenders provide 
interviewing rooms for loan discussions in addition to 
general office area. 

"Although some loans are made to enable 
the borrower to take advantage of a business opportunity 
or to make an advantageous purchase, the majority of 
prospective consumer loan customers come to the lender 
because of some family financial problem. In these 
circumstances it is important that the lender consider 
the applicant's problem in detail and assist in every 
way possible to find a solution. Thus the preliminary 
interview in the lender's office usually encompasses 
much more than simply filling in an application form. 

In many cases intervention between the applicant and his 
existing creditors and general financial counselling 
occupy a considerable amount of the interviewer's time. 

"After careful investigation most lender 
currently find only about 60% of applications actually 


result in loans being made. It is not in the best 
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interests of the lender or the applicant to make a loan 
when it appears the purpose of the loan is unsound or 
that he is over-reaching his credit and may have 
difficulty making repayment. The main considerations in 
judging an applicant's eligibility to borrow are:- 

(a) Character - This includes evidence of family accord 
as well as the applicant's attitude toward his problem. 
To obtain this knowledge sometimes requires confidential 
checking with various sources. 

(b) Earning Ability - This is determined by seeing pay- 
cheques stubs or envelopes, T4 slips and commission 
statements. The interviewer must be familiar with going 
rates for various trade classifications in the area 

and general employment conditions in the local industries 
(c) Stability of Employment - It is desirable that the 
applicant has a good work record and indication of job 
stability. Badge numbers and other evidence of employee 
seniority may be seen, 

(da) Other Sources of Income - This is checked by seeing 
pension papers, direct checks with part-time or after- 
hours employers, knowledge of going rates for rentals 

of rooms, flats, etc. 

(e) Existing Debt Commitments - These are mainly ascer- 
tained in the office interview. Other sources include 
eredit bureaux, registry offices and lenders' exchanges. 
Under the Se owaue ana of the Canadian Consumer Loan 
Association, offices for the reporting and clearing of 
loan information have been established in several major 
areas and others are in process of formation. The 


establishment of these exchanges demonstrates the desire 
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of lenders to exercise sound credit control. 





(f) Paying Record - Interviewers ask to see payment 
booklets on current instalment accounts, credit cards 
and, sometimes, receipts for rent or mortgage payments. 
These may also be checked through credit bureaux or by 
direct contact with creditors. 

(g) Essential Living Costs - These are determined throu 
consideration of such matters as number in the family, 
location and type of housing, fuel expense, insurance, 
operation of automobile and other fixed family expenses. 
(h) Evidence of Family Cooperation - This is usually 
determined by extent of mutual interest of husband and 
wife in the purpose of the loan, contributions of em- 
ployed children to family income, etc., it is sometimes 
necessary to visit the applicant's home to view the home 
surroundings at first hand to establish evidence of 
family cooperation and character, 

(1) Ownership of Security - This is established by check 
ing for instalment payment accounts, search of registry 
office, direct contact with dealers and direct question- 
ing during the interview. 

"The transaction of a loan begins when 
a complete stranger enters the office and requests a 
loan. He is assigned to a private interview room where, 
with the assistance of an interviewer, he completes an 
application form on which he gives all the necessary 
information. By analysing this information in conjunctio 
with the purpose for which the money is to be used, the 
interviewer and the applicant are able to tentatively 


arrive at the size of loan and monthly payment program 
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which will best accomplish the purpose and fit into the 
applicant's ability to repay. The next step is to check 
and verify the applicant's circumstances, paying habits, 
indebtedness and income, When the investigation is 
completed, lender and borrower finally determine the 
amount of the loan and agree on the monthly payment plan 
and the necessary documents are prepared. In most cases 
lenders arrange for both husband and wife to be present 
to receive the explanation of the loan and sign the 
documents so that family cooperation is ensured. 

‘The need for detailed and careful super 
vision of a large number of payments is an inevitable 
result of making many small-sum instalment loans. 
Reminder notices, telephone calls, letters and, in some 
cases, visits to the home are used to control delinquency 
Borrowers often encounter new emergencies which require 
consultation with the lender and a complete review of 
their circumstances. Sickness, accidents, temporary 
lay-offs and strikes interrupt the normal receipt of 
borrowers! incomes with the resulting need of arranging 
new contract terms or rearranging existing payment plans. 
The relatively good writaccre record in the consumer loan 
business is achieved by close attention to each indi- 
vidual account. 

"Because the total number of borrowers 
on the books of consumer loan companies has shown an 
increase for several years (see Table 3) some critics 
have suggested that consumer borrowers remain almost 
perpetually in debt to loan companies. While it is often 


necessary for borrowers to obtain additional money before 
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the original loan is repaid, Table 4 shows that the 
criticism referred to has been exaggerated. " 

Table 3 gives us the small loan 
balances outstanding of small loan companies and 
licensed money lenders as of December 31 of the 
respective years. It is worth noting, of course, that 
the rather substantial change in the figures of the 
average loan balance occurred in the first year of 
the increase of the limit of the Small Loans Act from 
$500 to $1,500, which became effective January 1, 1957. 

| TABLE 3 


SMALL LOAN BALANCES OUTSTANDING - SMALL LOAN COMPANIES & 
LICENSED MONEY LENDERS 


December 31 


Total Average 

Year Number of Accounts Loan Balances Loan Balances 
1951 Ahe ,959 $60,259,902 $136 
L952 467,594 76,990, 337 164 
1953 182,976 81,840, 415 169 
1954 523,628 88,822,891 170 
1955 529,704 88, 844,506 168 
1956 543,394 88, 428,203 163 
F199ST $125135 229,199,629 282 
1958 892,111 315,827,669 354 
1959 920, 747 360,019,949 391 
1960 957 965 391, 548,554 409 
1961 992,193 426,157, 346 hag 
1962 1,055,356 482,246,939 456 


* First year of increase of limit of Small Loans Act 


~ 


from $500 to $1,500. 


Note: Data from Superintendent of Insurance Reports. 
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And, as referred to before, Table 4 
shows the percentage of borrowers that completely pay 
off their loans in the given years as indicated by the 
Table. And once again 1957 represents the first year 
of the increase in the limit of the Small Loans Act from 
$500 to $1,500. 

"The following tables, numbers 5 to 10, 
present a general picture of the people that use the 
services of consumer loan companies: - 

Table 5 shows the loans made by small 
loan companies and money lenders in the year 1961. 

TABLE 5 


LOANS MADE BY SMALL LOANS COMPANIES AND MONEY LENDERS-1961 


Amount Number _ # Amount aha 
$100 and Less 41,493 3.6 $ 2,939,079 0.6 
101 to 200 VE MOOT, LAST 25,597,183 4,3 
201 to 300 174,029 .12.3 42,821,010 teat 
301 to 400 142,850 12.3 49,149,562 1.6 
401 to 500 65,953 5.7 29,188,009 4.8 
501 to 600 130,851 11.2 69,680,557 sae 
601 to 700 19,105, O10. © 5152005313 o.5 
701 to 800 80,454 6.8 60,007,710 faze 
801 to 900 59,545 5.1 50,583,878 8.4 
901 to 1,000 198,462 17.0 197,064,123 32.4 
1,001. to 1,100 10,990 0.9 11,470,919 2.0 
1,101 to 1,400 5,139 0.4 5,955,877 12-0 
1,201:to 1,300 3,653 0.3 4,561,581 0.8 
1,301 to 1,400. 2,626 0.2 3,528,804 0.6 
1,401 to 1,500 1,262 0.1 1,850,835 6.3 


1,169,699 100.0 605,687,740 100.0 
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"Because the detailed information 
appearing in Tables 6 to 10 is not produced by all 
companies, these tables are based on an analysis of the 
figures of major consumer loan companies representing 
65% of the total business under the Small Loans Act and 
show distribution of loans by occupation of borrower, 
purpose of loan, income and age of borrower, as well 
as the ratio of average loan size to average income,” 

Table 6 gives us the distribution of 
loans by principal purpose for the year 1960, taken 
actually from the individual figures kept by the 
companies and totalling 65% of the total business under 
the Act. 

TABLE 6 
DISTRIBUTION OF LOANS BY PRINCIPAL PURPOSE - 1960 


Reason for Borrowing Percentage of Total 
Number of Loans Made 


Consolidation of Debts 31.69 
Clothing {rates 
Fuel 1.46 
Rent 88 
Medical Expenses 6.14 
Automobile ..eo 
Travel Us = 
Education AL 
Investment 229 
Household Repairs 5.26 
Furniture Dad 
Taxes Shee, 


Assisting Relatives 4.62 
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TABLE 5 (Continued) 


Reason for Borrowing Percentage of Total 
Number of Loans Made 


Insurance Premiums 1.76 
Moving Expenses Leo 
Mortgage & Interest sod 
Miscellaneous 6.36 
TOTAL 100,00 


Table 7 once again representing 65% 
of the total business under the Act, gives us the 


distribution of loans by occupation of borrower. 





TABLE 7 
DISTRIBUTION OF LOANS BY OCCUPATION OF BORROWER - 1960 
Occupation Percent of Total 
Number of Loans Mad 
Skilled - Semi-skilled 46.58 
Unskilled 16,46 
Service Workers Tos 
Sales Persons 3.36 
Clerks & Kindred Workers $287 
School Teachers 63 
Federals Provincial, County, City 6.60 
Managers, Officials, Proprietors 3.62 
Professional 2,82 
Farmers 1.91 
Pensioned & Independent LAT 
Miscellaneous Sey 
TOTAL 100,00 


Table 8 is the distribution of loans 
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by borrowers! monthly income for the year 1960, giving 
us the percent of loans made by borrowers! monthly 


income as a percent of total loans. 


TABLE 8 
DISTRIBUTION OF LOANS BY BORROWERS! MONTHLY INCOME - 1960 
Monthly Income Percent of Loans Made by 


Borrowers! Monthly Income 
As Percent of Total Loans 


By Number By Amount 
$ 0 - $100.00 36 .14 
100.01 - 200.00 7.69 ge 
200.01 - 300.00 Ae SEN 20.45 
300.01 - 400.00 33.59) 78.74% 35.34 
400,01 - 500.0 ee 22.66 
500.01 - 1500.00 13.21 17.66 
TOTAL 100.00 100,00 


Table 9 is the distribution of loans 
by Age of the borrower. The percentage of loans made 
by age as a percent of total loans. And it is rather 
interesting to note the range of age where 713% of 
the business originated. Table 8 show that nearly 79% 
of borrowers fall within a monthly income range of 
200 to 500 dollars, while table 9 shows that nearly 
three-quarters fall within the age group of 20 to 44, 
This is to be expected. The majority of borrowers use 
the services of consumer loan companies mostly during 
their early adult years when family responsibilities are 


heaviest in relation to income, 
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TABLE 9 


DISTRIBUTION OF LOANS BY AGE OF BORROWER - 1960 


Age of Borrower Percent of Loans Made by Age as 
Percent of Total Loans 


By Number By Amount 
Less than 20 ,72 2 34 
20 - 24 L2315 8,14 
25 ~ 29 16.17 15.03 
30 - 34 15.84 16.46 
o-oo 14,88 16.30 
HO - 44 12.54 14,12 
45 - 49 10,54 gia Ra 
50 - 54 TeSk 8.61 
SPP ey, 5oel 5.42 
60 - 64 2.68 2.50 
65 & Over 1.01 +13 
Not Reported 035 AA 





TOTAL 100.00 100,00 


Table 10 is the ratio of the 
average size loan to average monthly income by 
borrowers. This is again for the year 1960. Disregard- 
ing the low figure and the high figure we find that 
there is a rather interesting consistency from $100 
to $500, in that there is 13 months! income Ravetves 
in ye total loan made through those categories. 

Table 10 shows the close relatio 
ship between income and loan size. If the first and last 
classifications of $100 or less and over $500 are 


disregarded, it is apparent that there is very little 










rag ey nm ae 5 sh 


ae 


‘ is” 
- _ Ar i] > 7 
“4h : . An bs atote 4 arn A 4 + iO coment aL 
Soe! mi WOR mil PV 5 in ey aD Ris we ne 





Lt) ay wi eball omeod To TASere i noo eso td nae , 
Migel fa8o0 ko sreo3es ~odinigueavenl i > 


= Heyoms eft sracimy i ed -_ 


ia 









7 7 = 
fs 


J 





O88 KR - QO PER 
Ey. io. “svO & 2a FOt 





ba, ; biadioqek tom | 


aan . eon = 


0.001 Oh 98 SAROS AE, 









eas TO Of2n7 ety nt ¢ ofaayY 








Td atieudl Ylsiynom punters of fnol sete VABTOVS, 






siagerat 2S  ngery oi) eat 


me of Sid teenie. 










. Want bai? oe Otel fate’ wd? nay ocoyd wed ond aoe 


WOLF met. “Yormvatones sabsyne isda! ishts® & aE exes . 






= 


a 


ia borg amoonh 'eshinont $1 al ovede send nk .00Rp i 


ay" 


7 hsvarivaatdeatd mkata.ciat itawrbrass cial mynd Setod sxft’ a i a 





ee ihe k ato’ 
7” - kN al i 
a Tae ‘ at oi J 
on 


‘4 wer 





ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 1884 





variation in the ratio of loan size to income in the 
remaining classifications. This tends to substantiate 
the contention that the majority of borrowers take a 
sensible approach to the use of credit and weigh their 
requirements carefully against their repayment capacity. 
It also points up the care exercised by lenders in 
assessing the credit worthiness of their customers. 
TABLE 10 


RATIO OF AVERAGE SIZE LOAN TO AVERAGE MONTHLY INCOME BY 
BORROWERS - 1960 


Monthly Income Ratio of Average Size Loan 
to Average Monthly Income 
$ 0 = $100.00 2.44 
100.01 - 200,00 i.e 
200.01 - 300,00 Leos 
300.01 - 400.00 ae 
400,01 = 500,00 1.42 
500,01 - 1500.00 Lieto 
TOTAL 1,44 


"Foremost among the post war develop= 
ments of new techniques to determine the eréait capacity 
of prospective borrowers has been the organization of 
self-administered Lenders Exchanges under the sponsor- 
ship of the Canadian Consumer Loan Association. These 
exchanges create a pool of all the loans currently held 
by the participating members and provide a means whereby 
the members may ascertain by telephone whether or not 
a prospective applicant has an open loan with any other 
member company. The companies report loans made and 


loans paid off to the exchange daily so that the infor- 
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mation is as up-to-date as possible. 

"The organization and operation of 
Lenders Exchanges is time-consuming and expensive. Costs 
must be assessed against member companies and an exchange 
is only practical in centres having a sufficient number 
of loan offices and open accounts to keep the cost 
per clearance at a reasonable figure. For example, to 
open the Toronto office, that is, the Toronto Lenders’ 
Exchange, involved outlays of over $20,000 for capital 
equipment plus an operating budget of approximately 
$3,000 per month. This exchange has over 200,000 names 
ash file and handles nearly 16,000 clearances per month, 
from 209 loan offices in the area from Oshawa to Hamilton 
and north to Richmond Hill and Newmarket. 

'The first of these exchanges was 
formed in Windsor, Ontario, in 1959, as a pilot project. 
As experience in operation was gained, surveys were 
made in other cities with the result that exchanges 
were opened in Toronto in 1961, in Ottawa and Vancouver 
in 1962, and in Montreal early in 1963. Discussions are 
currently taking place which may result in formation 
of exchanges in other Canadian cities in the future. 

THE CHAIRMAN: Mr, Cawker, this may be 
a good time for a five minute break. 

MR. CAWKER: Very well. 

---SHORT RECESS. 

THE CHAIRMAN: Gentlemen, if you will 
resume your seats we will carry on. Will you kindly 
close the door at the back, please? Would you carry on 


then, Mr. Cawker, please. 
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MR. CAWKER: Thank you. Page 21, 
Section 47, Delinquency. 

"The Small Loans Act in Part 1, Section 
6(1), requires 'Every loan shall be repayable in 
approximately equal instalments of principal or of 
principal and cost of the loan at intervals of not more 
than one month each', and goes on to provide procedures 
in case of default. This requirement imposes on lenders 
and borrowers the need to agree on a due date for monthly 
instalments within the limitations of length of contracts 
which are also regulated by the Act. 

"Monthly due dates thus become the most 
important check points in regulating the progress of 
the repayment of consumer loans. They are carefully 
chosen after discussion between lender and borrower to 
avoid conflict with other regular monthly obligations 
and are prominently shown on documents signed by the 
borrower and on the payment booklet given to the borrower 
at the time the loan is made. Customer accounts are 
filed by dates and all lenders employ a system whereby 
these are examined daily so that overdue accounts may be 
followed up according to the lender's delinquency control 
policy. 

"Lenders are well aware that it is in 
their own interest to pursue a fairmd reasonable 
collection policy designed to maintain a high level of 
collection effic¢ieficy while retaining the good will and 
cooperation of borrowers. 

"Evidence of collection policies may be 


seen from Tables 11 and 12 which were compiled from 
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figures taken from the Annual Reports of the Superintend- 
ent of Insurance. 

Table 11 shows, of course, the number 
of loans in various years made on chattels, the number 
of seizures of chattels, the number of seizures per 1,000 
loans made, the number of offices in the industry 


membership and the number of seizures per office. 


TABLE 11 

Year No. of No. of No. of No, of Ho. of 

Loans seizures Seizures Offices Seizures 

Made on of per 1,000 per 

Chattels Chattels Loans Made Office 
1957 713,616 944 5 836 ale 
1958 718,343 316 1.8 892 1.46 
1959 698,565 1,388 139 979 1.41 
1960 805,270 1,818 202 107 4 1.69 
1961 836,764 1,880 oe ein 1255 


Table 12, under the same heading shows 


the number of legal actions taken. 


TABLE 12 
Year No. of No. of Legal No. of No. Of «No. of 
Loans Actions Legal Offices Legal 
Made Taken Actions Actions 
per 1,000 per 
Loans Made Branch 
1o57 1.0/5; ace 1,610 1.4 836 1.92 
1958 1,107,500 2,176 9 892 2.43 
1959 1,097,226 2,270 246 979 2.31 
1960 1,094,512 2,899 206 1,074 2.70 
1961 1,169,699 3,424 peteh | hog eds 2.82 


"While the foregoing tables illustrate 


that lenders deldom resort to legal actions md seizures 
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to collect their accounts, Table 13 which follows, 
shows that numbers of consumer loan borrowers do become 
delinquent in varying degrees during the term of their 
loan contracts." 

If I might be permitted to digress just 
for a moment from this brief. I have been employed in 
this industry continuously since 1935 and I have been 
a Director with the exception of the years 1940 to 1945. 
I have been a Director of this Association for 14 years 
and this is my fourth term during those years as 
President of the Association. I have never ceased to 
be very proud of the consistent record of the industry 
under these two headings, the matter of seizures and 
the matter of legal actions taken. I think probably it 
is a tribute, first of all, to the good sense of 
borrowers and secondly, to the good judgment exercised 
by the lenders. 

Table 13, of course, shows that we do 
have delinquent accounts and the Table is related to 


the number of small loans outstanding. 
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"Most delinquency is caused by temporary 
interruption of borrowers' incomes due to lay-offs, 
strikes, etc., and is included in the totals despite 
the fact that some wrangement has been reached between 
lender and borrower to carry the account in arrears. A 
few cases give evidence of misrepresentation or fraud 
and these are the ones which require legal process to 
adjust. 

"Some cases of delinquency are created 
by serious illness, family break-up or absconding debtors 
and become write-offs despite the lender's best efforts 
to prevent it. Some write-offs are voluntarily made by 
lenders when they become aware of personal misfortunes 
which would cause undue hardship to borrowers who 
continued to make payments despite their curcumstances. 
Table 14 records write-offs in the industry related to 
average amounts of loans outstanding for the latest 


available five years. 


TABLE 14 
Year Written Off *Average Amount Net @ of 
Ledger Values Outstanding Write-Offs 

aL ae ccerieeorre 
1957 $1,567,029 $158 ,813,916 9 

1958 2,400,590 272,513,649 8 

1959 2,789,172 337,923,809 8 

1960 3,482,897 375, 784,252 9 

1961 4,735,561 408,852,914 deed 


* Average of balances at beginning and end of year 
Table 14 gives us, in the final 


analysis, the net percentage of write-offs to outstandings 
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"The consistency apparent in the ratio 
of write-offs to average outstandings since 1957 indicates 
that consumer loan companies have maintained sound credit 
standards and collection policies despite increasing 
competition. It does, however, appear inevitable that 
losses will increase as growth in the use of credit and 
in the variety and number of credit plans and agencies 
increases the complexity of credit investigation. 

"Competition among consumer loan compan- 
ies as well as from other kinds of lenders has increased 
during the years since World War II because of increased 
public demand for consumer credit service and the post 
war growth of the economy. 

"After the conclusion of World War II 
veterans returned to civilian life with a consequently 
high rate of new family formation which led to a boom in 
house building and the need for furniture, appliances, 
automobiles and other durables. Canadian industries 
quickly converted from production of the needs of war 
to the needs of peach. Production, employment and 
spending reached record highs in an economy which inspired 
confidence in the ability of the average family to buy 
today and pay tomorrow. 

"Consumer lenders expanded in numbers 
and size as the economy expanded and established branches 
in many areas whose residents had theretofore been forced 
to commute to larger adjacent cities to obtain cash 
credit. Table 15 shows the growth in the number of 
licensees and number of branch offices for the period 


1957 to 1961 to illustrate the growth within the consumer 
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loan industry itself. Table 16 shows the growth of this 
industry in relation to competition from other kinds of 
lenders to the extent that figures are available. 

Table 15, of course, indicates the 
coverage by outlet and commences with the first year 
of the increase in the limit of the Small Loans Act 


from $500 to $1,500. 


TABLE 15 
Year Number of Licensees Number of Offices 
Canada Ontario Canada Ontario 
¥1957 19 AL 836 419 
1958 79 42 892 446 
1959 81 45 o12 488 
1960 80 AS, 1,074 519 
1961 83 Ab Dy ool 564 


* First year of increase of limit of Small Loans Act 
from $500 to $1,500. 
Table 16, mentioned above, is 
comparative. Small Loans Licensee Offices, number of 


Credit Unions and Bank Branches. 


TABLE 16 
Small Loans Number of Bank 
Licensee Offices Credit Unions Branches 
Year Canada Ontario Canada Ontario Canada Ont. 
1957 836 419 4,349 §=1,189 4,664 1,586 
1958 892 AUG 4,485 1,296 4,819 1,641 
1959 979 488 4,570 1,207 5,020 1,711 
1960 1,074 519 4,667 1,316 5,204 1,785 


1961 ae dat 564 4,682 1,533 5,254 1,870 
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"Table 3 (page 1877) demonstrates that 
the outstandings of the consumer loan industry have shown 
a steady increase despite the marked growth in the number 
of outlets of competitive services. This is strong 
evidence that the industry offers lending service suited 
to the needs of a substantial proportion of the Canadian 
public, Since consumer loan companies cannot match the 
rates offered by their principal competitors it must be 
econeluded that their service, their collection practices 
and their credit qualification standards are such as to 
attract borrowers whether they are eligible to borrow 
from other lenders or not. 

"Many consumers set significant values 
upon convenience and continuing relationships with those 
in whom they have confidence and also the environment in 
which they do business, In general they tend to seek out 
the lender whose eligibility requirement they can meet. 

PERSONNEL OF OUR COMPANIES 

"The companies which make up the 
membership of the Canadian Consumer Loan Association 
employ 2,670 male and 2,049 female employees. The annual 
payroll for the industry in 1960 was $17,481,285. In 
addition to salary, most companies contribute towards 
the cost of major medical expenses, group life insurance 
and pension plans. The largest company in the business 
reports its average hiring age for male employees is 22 
years - it takes the average man about five years to 
achieve manager status. Throughout their training period 
employees! progress is regularly reviewed by supervisors. 


After assignment to the first branch as manager, the line 
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of promotion continues through larger and more complex 
branch offices to supervisory and executive levels. 

"Many of the companies employ district 
Supervisors who have graduated from the rank of branch 
manager. Supervisors visit the branches frequently to 
ensure that sound lending procedures and fair collection 
practices are adhered to, Their experience is invaluable 
in the continuous training program which is an integral 
part of branch office routine procedure. 

"Individual companies and the Associatio 
aS a whole have spent many thousands of dollars develop- 
ing motion pictures, manuals, and other training media 
to ensure that their personnel will be fully instructed 
in all phases of the business, 

DISCLOSURE OF THE COST OF CREDIT 

"The Canadian Consumer Loan Association 
believes that consumers are entitled to a clear statement 
of the cost of credit transactions. Members of the 
C.C.L.A. show in their notes the rates in terms of 
percent per month as set out in the Small Loans Act. The 
Canada Interest Act requires that whenever any interest 
is expressed in a written contract as a rate for any 
period less than a year, then the yearly rate must also 
be expressed, The rates are also, therefore, shown as 
rates per annum to comply with the Interest Act and in 
many cases appear in type larger than that used in the 
body of the note. 

"The rates are stated in the following 
manner: - 


2% per month (24% per annum payable monthly) on any 
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part of the unpaid principal balance not exceeding 
$300; 

If I may draw to the attention of the 
Committee, Mr. Chairman, we have a very glaring typo- 
graphical error in this sentence that I have just read 
in the brief appears as “in any part of the utpaid 
principal balance exceeding $300" and it should read, 
"balance not exceeding $300", 

1% per month (12% per annum payable monthly) on any 
part thereof exceeding $300 and not exceeding $1,000; 
3% per month (6% per annum payable monthly) on any 
remainder thereof. 

After last payment falls due:- 

1% per month (12% per annum payable monthly) on 
entire unpaid principal balance until fully paid. 

Mr. Chairman, I have several sets of, 

I think,fairly representative notes that are used in our 
industry, which supports, I think, what we have just said 
about statement of rate. Mr. Oakes, would you care to 
take those to the Secretary. I hope you may find them 
useful. 

"Tn addition to this the note shows the 
number and amount of the monthly payments as well as the 
amount of the loan and since there are no bonuses or other 
charges of any kind, the borrower can easily determine 
the cost of the loan in dollars and cents. 

"Because of this requirement of the 
Interest Act and the manner in which the cost of the loan 
is already being disclosed to the borrower, it is obvious 


that any additional disclosure requirements applied to 

















4on) gern. ac Paizo sy bbe As So tneq 

wot 
. maga Sp adicandys oot of veth yous UE as 4 
Sie’ <Clusis; yoev 2 evel = owrviuedS, a ante Leama 
BeeePhuL Grad 6 tt) aqctetoee aber 2) See fanlvigesy: je 
Scone ace} aed “ro o) exponen “Ralied aae at i 






eer Efucwh cf Lue “QOEG nateettns ene tee Fah ecko le 
Sire . sri TiS 2 pon Leo Ging eg Wig “9 ete a | wi 
we prtihewnxk ¢ ry) ‘>t bepekto Jossote aay | 
go (vidicuyr 4) de’ wren: tem we ee ae, ae 
toot? <ebreeege 
vio (oo mpe® deat 26eRA 
Be {Os a0 ern wig MSS Fe CS seem Zi ef : 


Bing flit {lite « it. ta, iegew witidnas 


| (bbwe Fact yw wh Noe JA RG ; » (ieee combate ent ar ry 


Mee Liew on stooneuse vitteae de de he en ‘sap tec | 
Mee ashyaod oo ers oTudt snpte Ae ee ont te vans | ae 


~~ a 


4al, [ meat Ah 7 OWOUtGd.! ail eth 8 Seen Ry : 
| Tue “Lrtel, srt red nai ; | 


iv gf e re 
ty. tapaxtonet arid 44 seirbue ay 7 hs 


mal Te Shon: okt tigkay igen aN eo 


: - 
a 





ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 1896 





licensees would be redundant. The Association submits, 
therefore, that loans made under the Small Loans Act be 
excluded from any legislation requiring disclosure of 
cost of credit transactions. 

"Experience of Association members in 
dealing with hundreds of thousands of borrowers clearly 
shows that it is the cost of the loan in dollars which 
is most important to borrowers. The two questions which 
borrowers most often ask are, "How much is the monthly 
payment?" and "What will the loan cost altogether? " 
Thus, speaking from the vantage point of lenders who 
piteads. provide disclosure of the cost of credit in both 
of the ways which have been publicly suggested, there 
is no doubt in the minds of members of this Association 
that the expression of the cost in dollars is more 
important and useful to most borrowers, 

"The final point we wish to emphasize 
is that in the preparation of any legislation requiring 
disclosure of credit costs that all credit grantors 
dealing with the public and not already required to 
disclose their costs should be included." 

I am not going to suggest that I read 
all the Appendices, Mr. Chairman. I think, however, I 
would like to read, for the record, the Code of Ethics 
and Business Standards of the Canadian Consumer Loan 


Association, 
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APPENDIX A 
CANADIAN CONSUMER LOAN ASSOCIATION CODE OF ETHICS 
AND BUSINESS STANDARDS 

(a) Members will explain fully to customers the actual 
cost, terms and contractual obligations of loan 
transactions. 

(b) Members will use in all loan transactions written 
instructions worded in as simple, lucid, and un- 
ambiguous language as circumstances will permit and 
will draw such instruments with a view to the bona 
fide application of these standards of business 
conduct. 

It is possibly worth noting here that 

it has become a practice and, I think, in fact, is a 

requirement of the Superintendent of Insurance that 

any new company applying for a licence submits their 

documents or their proposed documents to the Superintend- 

ent of Insurance and I think it is also fair to say it 
has become traditional within our membership that if 

any member changes his documentation for any reason, even 

if it only be a change of name, the documents, as amended, 

are submitted to the Superintendent. 

(c) No Member shall take any note, promise to pay, or 
security that does not accurately disclose the actual 
amount of the loan, the time for which it is made 
and the agreed rate of charge, nor any instrument 
in which blanks are left to be filled in after 
execution. 

(d) Every Member shall, if so requested by the borrower, 


deliver to the borrower at the time any loan is made, 
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an exact copy of any note, loan contract, chattel 
mortgage, lien agreement or wage assignment, signed 
by the borrower, 

(e) Every Member shall give to the borrower on demand 
a Plain and complete receipt for all payments made, 
specifying the amount applied to loan charges and 
the amount, if any, applied to principal, and 
stating the unpaid principal balance, if any, of 
such loan, 

(f) Upon payment by a borrower of his indebtedness in 
full, every Member shall mark indelibly such evi- 
dence of indebtedness signed by the borrower with 
the word "Paid" or "Cancelled", restore any pledge, 
return any notice or loan contract or assignment 
given to the Member by the borrower and upon request 
release any mortgage. 

(g) Every Member shall display in each place of business 
a full and accurate schedule of the charges to be 
made and the method of computing same. 

(h) Members will endeavour to transact all business in 
such manner as to merit the respect and confidence 
of customers and the public. 

(1) Members will avoid unduly harsh or oppressive 
collection methods and, except in very special cases, 
will resort to legal process for collection only in 
the event of misrepresentation, fraud, or refusal 
to comply with the terms of the contract. 

(j) Members will adhere to the generally accepted 


standards of business deportment in competitive 





relations, in advertising, and in their dealings 
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with the public, 

(k) The Members agree to take advantage of opportunities 
to explain the Small Loans business frankly and 
fearlessly to the general public, businessmen, public 
officials, the press, legislators and others who 
create public opinion. 

Appendix B is a list of the members 
of our Association and the number of branch offices 
across the country as of June, 1963. 

Appendix D is a breakdown of the dollar 
charges on different size loans paid according to 
contract,and this is based on 12 months, at lawful 
maximum rates of charge under 44 small loan laws and 
arranged by the loan size ceiling which very quickly 
demonstrates the fact that under the 5mall Loans Act, 
Canadians do enjoy the lowest rate in North America, 
where there is a legislated small loans rate and, in 
fact, in the world where there is any legislation 
governing small loans, 

Appendix F is a digest of the Small 
Loans Act, and of course C and & are the copies of 
the report of the Superintendent of Insurance for the 
last year for which this report is available and a 
digest or, as it is called, Office Consolidation, of 
the Small Loans Act. 

Mr. Chairman, I thank you and members 
of the Committee very much for your patience in bearing 
with me through this rather long brief today. 

THE CHAIRMAN: Well, we appreciate 


very much your appearing before us and the work that you 
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APPENDIX B 


CANADIAN CONSUMER LOAN ASSOCIATION MEMBERS 


JUNE ,_1963 
No. of 

hase BRANCHES 
Associates Finance Company Limited --~-------------------------- 39. 
Astre Finance Company Limited ---------~---~-------------------- i 
Atlantic Finance Corporation Limited -------------------------- 35 
H. Bell Finance Limited --------------------------------------- 1 
Beneficial Finance Company of Canada = ------------------------=-- 160 
Bradley Finance Company Limited ---------- bien Ree i ae 3 
Budget Financing Limited <=--~------..--+.-..---~-~------~--------- 1 
Canadian Acceptance Company ee! ee eS les Oe See ee ee ee ee 57 
Canddian Personal Loan & Finanoe Inc.  -<<<<<<<-<0<24aseesnueens 1 
Capital Finance Limited ~-------------------------------------- 1 
Citizens Finance Company Limited ------------------------------ 22 
Clifton Finance Company Limited ------------------------------=- 1 
Community Finance Corporation -------------------------------- i 29 
Cosmopolitan Finance Limited ---------------------------------- a 
Crescent Finance Corporation Limited -------------------------- 106 
Custom Finance Limited wa nn oe 5 ee ee ee 2 
Danforth Finance Company = -------------------------------------- 1 
Dollar Finance Corporation Limited ------------------------=---- 1 
Don Finance Company Limited --------- Senne Bm am nema s 1 
Equitable Finance Corporation Limited ------------------------- 6 
-Excel Finance Corporation Limited etatatatatetanetetetaeetanatabetetetaeatatanenanatanen 1 
Fairway Finance Corporation Limited --------------------<------- 3 
Friendly Finance Corporation Limited = ~-------------------------- Fa, 
General Finance Company Limited ------------------------------- 1 
General Finance Corporation Limited ---------------------=------ 1 
Globe Mortgage & Loan Company Limited ------------------------- 1 
Household Finance Corporation of Canada a oe ee eee 
Independent Finance Corporation Limited ----- ey pera shes 3 
Kent Finance Company Limited ---------- eo ee ee eee eee enn 1 
Laurentide Finance Company = ---------------- ao ee as 0 sw tn oe ces st oo ad 79 
Lombank Finance (Eastern) Limited  -------------~--------------- 14 
Lucerne Finance Corporation Limited ----- a a oo a sn a 5 See 4 
Marina Finance Company Limited ------- mean an ee on a ann en oo sO 1 
Merchants Finance Limited ~----<<<------- eet 1 
National Plan Corporation Limited ------ eine aa ie ek ete 2 
Niagara Finance Company Limited Se penn nnn nnnn------- 231 
O'Neill Finance Company Limited = ----9-2 23-22 cen ener ener es een= 1 
Pacific Finance Credit Limited -------- ee ee 53 
Peoples Firance Corporation Limited  <<<<~<-<—s=s<<-=s4<—<enn= -- 1 
Popuiar Finance Corporation-Limited  <<<<<<-<~----csensenennaa 1 
Pridentias tamily Credit Limited,  <4+--s-eees-n—-ssssena=— ice Sc 21 
Public Finance Corporation Limited --s------ee nnn nnn enn n nen n= 2 
Reliance Finance Company Limited ------------2- renee ener nn ennn 1 
Rideau Finance Corporation Limited  <-<--<-----een nen ennnennna= 1 
Seaboard Finance Company of Canada Limited = -------------------- 70 
Severn Finance Limited 9-2 oer ret nt renner nea 2 
Sterling Finance Corporation Limited »§. --------<<-<---s<=s<<-<<-<<- 1 
Scperior Finances Limited. <<-<<-<<--=<<--<80--<-Re nner ane henannn 17 
The Toronto Finance Corporation Limited s----<-<-<<-<<---<-----= 1 
Toro Finance Company Limited <e9<<<-*-=---- a SS Sas 1 
Trans Canada Credit Corporation Limited  <--<--------<-<<e------= 86 
Union Finance Company Limited <-<9-<9<-<<-<-n8s<e nn neennwcnnen= 29 
United Dominions Finance Corporation Limited oon n ene eee 2 
Victory Pinance Corporation ‘Limited | -=<<<<=<<=~-s<s<ense<c-sse== 1 
Members operating in Ontario, 
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APPENDIX _D 


DOLLAR CHARGES ON' DIFFERENT SIZE LOANS REPAID 
ACCORDING TO CONTRACT (12 MOS.) AT LAWFUL MAXIMUM 
RATES OF CHARGE UNDER 44 SMALL LOAN LAWS ARRANGED 

BY LOAN SIZE CEILING 


Rate Loan Size 


100 00 00 1000 1500 


CANADA $13.46 $ho.4h $60.76 $98.72 $126.60 


2-1-4%(300-1000) 





UNITED STATES 


00 an C ing or r 


California 24-2-5/6%( 200-500) $16.88 $h9.32. $77.80 $123.08 $156.24 
Colorado 3-14-1% (300-500) 20.48 61.56 92.08 139.40 177.12 
Kansas 3-5 /6%( 300) 20.48 61.56 87.64 125.36 156.24 
Maine 3-24-14%( 150-300) 20,60 58.44 86.32 141.56 193,48 
Massachusetts 24-2-1 3/h4-3/4%(200-600-1'000) 16.88 49.32 77.80 182.76 189.00 
Missouri 2.218-2/3%( 500) 14.96 44.88 7h.92 119.24 18.20 
Nebraska 24-2-1}-1%( 300-500-1000) 16.88 50.88 81.40 1h1,08 187.08 
Nevada Add-on: 9-8%(1000) + fee 21.00 57.00 81.00 126.00 166.00 
New Hampshire Add-ont 16-12%(600) 16.00 48.00 80,00 1hh.00 204,00 
Ohio Add-on: 16-9-7%( 500-1000) 16.00 48.00 80,00 125,00 160,00 
Oregon 3-2-1%(300-500) 20.60 61.68 95.68: 147.68 186,84 
South Dakota 3-3 /4%( 300) 20.84 62.52 88.36 124.16 152,88 
Texas Add-ont 19-16-13-11-9-7%( 100-200-300-500- 19.00 48.00 70,00 115.00 150,00 
1000) 
$1000 Loan Ceiling $100_ $300. _$500 $1000_ 
Alaska h-24-2%(300-600) 28.28 64.72 129.76 215.48 
Arizona 3-2-1%( 300-600) 20.48 61.56 95.56 154,16 
- Connecticut Add-on! 17-9%(300) 17.00 51.00 69,00 114.00 
Idaho 3-2-1%( 300-500) 20.48 61.56 95.56 17,68 
Indiana 3=-2-14%(150-300) 20.84 56.16 81.52 135,80 
Miohigan 24-14%( 300) 17.24 51.72 77.48 125,60 
Montana Add-on! 20-16-12%(300-500) 20.00 60.00 92.00 152.00 
New Mexico 3-24-1%( 150-300) 20.48 58.44 62.84 123.68 
North Dakota 24-2-1 3/4-14%( 250-500-750) 16.88 50,52 79.72 142.16 
Washington 3-14-1%( 300-500) 20.48 61.56 92,08 139.40 
Wyoming 34-24-1%(150-300) 24.20 66,00 91.24 132.44 
80 $100_ $300 $500. _$800_ 
Illinois 3-2-1%( 150-300) 20.48 55.32 77.08 101.44 
Kentuoky Add-on! 20-15-11%(150-600) 20.00 52.4b 82.48 119.44 
New York 24-2-3/4%( 100-300) 16,88 45,72 64.72 864.40 
West Virginia Add-on! 19-16-12%( 200-600) 19.00 54.00 86.00 126.00 
00 $100 $300 $500 $600 
Florida 3-2%(300) 20,84 62.52 97.00 112.20 
Minnesota 2 3/4-14%(300) 18.68 56,28 85.00 97.08 
North Carolina Add-ont 20-18-15-6%( 100-200-300) 20.00 53.00 65.00 .71.00 
Pennsylvania 3-2-1%(150-300) 20.60 55.32 77.08 85.80 
Vermont 2$-24-1%(125-300) 17.24 h9.56 -72.16 81.00 
Virginia 24-14%( 300) 17.24 51.72 79.12 90.96 
© Loan Ceili $100_ $300  $500_ 
Iowa 3+2-14%( 150-300) 20.84 56.16 ‘81.52 
New Jersey 24-$%( 300) 17,00 51.00 71.hh 
$300 Loan Ceiling $100_ $300_ 
Alabama 3-2%( 200) 20.48 58.44 
Hawaii 34-23%( 100) 24.56 62.64 
Louisiana 34-247(150) 24.56 66.96 
Maryland 3% 20.60 61.68 
Rhode Island 3% 20,84 62.52 
Wisconsin 24-2-1(100-200) 17.00 42.84 


October 25, 1963 





APPENDIX F ~ 1902 


DIGEST OF SMALL LOANS ACT 


This digest is intended to give the reader a working knowledge of the Act by explain- 
ing its composition and by converting the language of its principal provisions into 
simpler terms. The numbers used in this digest are those of the relative sections of 
the Act. Where reference is to sections from both Part I and Part II of the Act both 
section numbers are shown. 


PURPOSE 
The purpose of the Act is to limit the charges paid by borrowers of small loans and 
eliminate the practice of many lenders prior to 1940 of making various charges in 
addition to the stated interest rate. 


Title - An Act respecting Small Loans 

i Short Title ~ 8mall Loans Act 
Enacted - May 2, 1939 
Came into force - January 1, 1940 
Amended - August 14, 1956 
Amendment came into force - January 1, 1957 


The Superintendent of Insurance is responsible for the adminis-~ 
tration of the Act. | 


| 
The Office eeectidetaes of the Act, combines the original Act 
and the amendment passed in 1956. The first portion of the Act 
is interpretive and defines the following terms: - 


eee) “"Cost'' of a loan means the whole of the cost of the loan to the 
borrower whether it is called interest or anything else. 


(c) "Loan'' means a loan made by a moneylender or small loans company 
of not more than $1,500. 


(e) “"Moneylender' means any person other than a chartered bank or 
registered pawnbroker who carries on the business of money lending, 
or advertises himself, or holds himself out in Any way, as carrying 
on that business. 


Note: Included are those companies incorporated under provincial 
legislation such as Niagara Finance and Trans Canada Credit. 


(f) "Small Loans Company" means a company incorporated by special Act 
of Parliament and authorized to lend money on promissory notes or 
other personal security and on chattel mortgages. 
Note: There are five Small I.sans Companies in operation at present - 


Household, Beneficial, Community, Canadian Acceptance and Laurentide. 


The remainder of the Act is divided into three parts. 


Part I covers only the operation of moneylenders. 
Parteti covers only the operation of Small Loans Companies. 
ParveLil covers both moneylenders and Small Loans Companies and deals with 


penalties for contravention of the Act and issuance of regulations 
under the Act. 


As far as practical operations are concerned the eftects of Parts I 
and II are identical. The difference between the two parts is that 
in Part II the Loan Companies Act is made applicable to Small Loans 
Companies except for certain provisions which do not relate to their 
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i3 (1) 
Rate 

> (2) 
ih (2) 
Maturity 

3 (3) 

BR (3) 
Repayment 

6 (1) 

14 (5)(a) 

nee ke) 

1h (5) (b) 

6 (3) 

14 (5)(c) 
Default 

Boy E45) 

1h (5) (a) 
More than 
one loan 

3 (4) 

14 (4) 


-2- 1903 


business. This obviates the necessity for prescribing in the 8mall 
Loans Act the method of incorporation, duties and powers of the 
directors, etc., which are all set out in the Loan Companies Act, 


Sections 5, 7, 8, 10 and 11 in Part I are made applicable to Small 
Loans Companies. 


Note: These sections refer to licensing, and inspection by the 
Superintendent of Insurance and other miscellaneous subjects. 


PRINCIPAL PROVISIONS 
The cost of any loan shall not exceed: 


2% per month on any part of the balance up to $300. 
1% per month on any part of the balance over $300 up to $1,000. 
4% per month on any part of the balance over $1,000 up to $1,500. 


If a loan of $500 or less is made for more than 20 months maturity 
the maximum rate is 1% per month on the unpaid balance. 

If a loan of between $500 and $1,500 is made for more than 30 months 
the maximum rate is 1% per month on the unpaid balance, 


Loans shall be repayable in approximately equal instalments of principal 
or of principal and cost of loan at intervals of not more than one month. 


The cost of any loan or any part of it shall not be compounded or 
deducted in advance. 


The borrower may repay any loan or any part of it before maturity on 
any instalment date without notice, bonus or penalty. 


If any loan remains unpaid after the due date of the final instalment, 
as shown in the contract, interest shall be charged at not more than 
1% per month on the unpaid balance. 


Where a borrower has an unpaid loan balance and the same lender makes 
a further loan to the borrower or the borrower's husband or wife the 
cost of the two loans shall not exceed the cost of a single loan for 
the same total amount. 


Example 1: Total amount $1,500 or less 


cy 


Balance of original loan $700 
New loan 800 
Total $1,500 


The cost shall not exceed 

2% per month on the first $300 or any part of it 
1% per month on the next $700 or any part of it 
4% per month on the next $500 or any part of it 


Exam 23 ‘Total amount over $1,500 
Balance of original loan $800 
New loan 900 
Total 31,700 


The cost shall not exceed 

2% per month on the first $300 or any part of it 
1% per month on the next $700 or any part of it 

4% per month on the next $700 or any part of it 
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A moneylender, the cost of whole loans does: not exceed 1% per month 
on the unpaid balance is not required to obtain a license. 

Any other person making loans of $1,500 or less is required to obtain 
a license from the Minister of Finance: 


The Minister of Finance may issue a license to any person upon being 
satisfied that the experience, character and general fitness of such 
person indicate that he will conduct his. business with efficiency, 
honesty and fairness to the borrowers and to the business of money- 
lending under the Act. 


The license expires’ on March 31 each year but may be renewed from 
year to year subject to the requirements of experience, character 
and fitness as set out in the Act. 


Licensees are required to make annual-returns to the Superintendent 
of Insurance and to make their books available for inspection by him 
or his representatives. 


The Superintendent of Insurancé- may also examine the books of any 
unlicensed lender in order to ascertain whether the Act is being 
observed. 
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ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 1905 





have done in preparing this brief. I'm sure it will 
be very helpful to the Committee. 

MR, IRWIN: Mr. Cawker, I have four 
questions. On page 7, Table 1, in the right hand 
column you have a heading "Lenders' Gross Revenue per 
$100 Loaned per Year", $13.46 opposite $300 as the 
amount of loan. Then in the next paragraph you make 
a reference to the common misunderstanding. I just 
wondered why you made this point. I gather that the 
$13.46 per $100 of loan per year means that you are 
perueiie making less than the 24% charge? 

MR. CAWKER: Would you like to deal 
with that, Mr. Oakes? 

MR. OAKES: No, Mr. Irwin, the popular 
misconception that we refer to is that 24% per annum is 
$24.00 per $100 per annum. I was reading a publication 
just the other day, from a very large credit union in 
the United States. In fact it is the Washington Teachers 
Credit Union, in which they are discussing rates charged 
by the Credit Union down there. And they talk dout the 
various types of interest, add-on and discount that 
you may find generally in the consumer finance field 
or the instalment field and they say, "To clarify the 
matter we often state $6.50 per year per $100 borrowed, 
so that the borrower knows exactly what he is paying", 
that is in the terms of dollars and cents, you see. 

MR, IRWIN: But your actual rate of 
return on the $13.46 per $100 loan would actually be 
24% 

MR. OAKES: Yes, sir. 
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ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 1906 
MR, IRWIN: You have no objection 





to the fact that you are required to make the disclosure 
in a rate percent per annum? 

MR. OAKES : We have no objection as 
Shown in our contracts. We have shown this but we do 
appreciate the difficulty in other types of consumer 
credit in translating the dollar cost or in having both 
the percent per annum and the dollar cost included. 

We find invariably with the public and speaking from 
practical experience, that the customers want to know 
how much in dollars. They can become so confused by 
add-ons, discounts, simple percent per month, percent 
per annum that in thefinal analysis they want how many 
dollars it will cost them for the transaction. 

MR, IRWIN: Well, insofar as this seems 

to be our main pursuit to secure opinions on this 
problem of stating a cost of a loan in terms of percent 
per annum, I would have to concede if people were shopping 
with your company and other lending institutions where 
those others are quoting (next few words inaudible). 
But in a case where they are dealing with one of your 
companies aS opposed to another of your companies and 
both those companies are required to state the percent 
per annum, do you not think that is meaningful to the 
shopper for credit? 

MR, OAKES: Well, I am in the small 
loans field, sir. I am much more in favour of a 
controlled rate be set by a public body rather than to 
have a multitude of rates at which people may shop with 


no control on the maximum rate for credit, I think it 
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is important that the maximum rate tends to become the 
rate throughout the industry and regardless which 
licensed company they use the rate is the same. 

MR, IRWIN: You are satisfied then 
that the imposition by law of the requirement that you 
state the rate as a percent per annum is no hardship? 

MR, OAKES: Right, sir. 

MR. IRWIN: Do you see any reason 
why that would not be valid in other situations? 

MR. OAKES: Well because there are 
a multitude of different situations, particularly in 
the sales finance field, for instance, which again is 
avery large segment of consumer credit, where you may 
have varying rates under the terms of the Small Loans 
Act. We are all using the standard method but in 
comparison between our particular industry and other 
industries there is some confusion. But we do appreciate 
the problems in other industries where you would need 
a multitude of charts, for instance, depending on the 
time, the amount and the periods of actual requirements. 

MR, IRWIN: Well, the unique feature 
of your type of game is that the form of contract is 
standardized and therefore it is possible to standardize 
the rate of interest, is that right? 

MR, OAKES: It is unique within the 
licensed companies, sir. 

MR, CAWKER: I think it would be fair 
to say, Mr. Irwin, however, that when we are talking 
about loans lent since 1939, we have had complete 


disclosure and therefore I think it follows that we are 
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satisfied with it, we think the public are satisfied 
with it. I would hesitate to take on the job of even 
after 20 odd years in this business, of translating 
possibly a revolving credit situation in a department 
store, some types of sales finance, into percent per 
annum, We are simply saying to you that as a result 
of the years of exposure to what the borrower wants, 
we are glad to disclose the percent per annum, but we 
still feel that the most meaningful yardstick to hin, 
most meaningful statement of rate,is in dollars, his 
dollar cost. 

MR. WHITE: While we are on that 
point, Mr. Chairman, I think the members of the Committee 
will acknowledge that the dollar cost is apparently more 
meaningful until such time as shoppers are given the 
opportunity of knowing the industry and being dle to 
compare. It was suggested by the Canadian Consumers 
Association that we ought to go beyond that a step and 
add to the public school system what interest means. I 
don't think anybody would challenge the fact that the 
dollar cost is what they want to know now because there 
is no opportunity for knowing and comparing interest 
charges. But that doesn't prove anything. 

MR. OAKES: I shouldn't make any 
comment on the public school system, Mr. White, but 
the more you try to explain to a customer in terms of 
percent per annum, they say, "Yes, but how much is that 
in cash? " 

MR, IRWIN: I'm aware of that. That's 


right now because that is the way the system works. That 
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doesn't prove that's the way the system should work, 

MR, MacDONALD: Mr. Chairman, on this 
Same point, may I explore the implication, what I under- 
stand to be the representation. You don't object to 
a disclosure of interest because you are, in fact, now 
doing it, but you say that it should be applicable to 
everybody in the field? 

MR, CAWKER: I said I believe, Mr. 
MacDonald, in the -- as far as loans are concerned, 
whether they be loans in our area, in the regulated 
area, I think in any loan it is a fairly simple matter 
to express in percent per annum, as we have done. I am 
Simply saying that I am not sure it's as easy to do this 
in other types of consumer credit which I really don't 
feel prepared to comment on, 

MR, MacDONALD: What is the implication 
of your statement then? Because you think it is 
difficult to express it in some area, therefore it 
shouldn't be expressed by everybody? That there 
shouldn't be a law obligating the expression of interest? 

MR. CAWKER: No, I'm not. I really 
wouldn't say that I think there should not be a law, no. 
I'm simply saying from exposure to the public and 
finding what people who come into our offices ask us, 
that they are more able to interpret dollar costs. 

MR. IRWIN: Mr. Chairman and Mr. 
MacDonald, could I interrupt? I was trying to establish 
the premise myself. If I were to state it this way: If 
in other situations that are not covered by the Small 


Loans Act, the type of lending situation could be 














Ve 
font guste nottecitadt ate pcotges 1 Cant <anteg on 
; Pn SS Heol ge 2! fw ued wmrsetiorerget O09 ad oF. ; 
ot wy ire’ rk: arte liek eavaget aevrednl boy sini 


SP Afrfariigcs «4 Bioods gf sec? ge oF sod o2 satiob’ ti 
'bfelt oe 2 qandetevs | | 
















Pe saw i464 Eitan’ TL . ?SWAD 44 , : 
“femiscuee ote .teel @6 vol ae =p ORE Dlacotose 
Bedalso: td! | ane pe ot eetAel) ad (mata - noddadw | 







in 7 
mrees AlomlaA ‘ithe? 3 ‘: Sel Wiis ue Ir yee. 19 







" 


- 

bet inp “ait r , Soothe c= 2 epege ek enanisice v¢ pedi: 

»@ 

Se oh of ese So ue) woe fae on 2 Ogee arkyse, vigete | h 
eo Hob Ylias sete fps comanee te wonchmnaainee 

28 2nenped OF bexequre. toot 






os. 


. 
OO 














| Reegmee i! ff) oft farce SE LAiogm o Fig AS om | 7 j 

~ xaehae | ssuieet yt” Canara: mney te | | 
af utetytets se * sepr W? TL) sae badd etvontiey | 
7 : } ero? Je," Troe. we gf fenveae od Shs vont, \s 
| Teeidat oe per vtqotea of} sothbaeki is ‘eee ee oid Wh ewok) a 
0 ” 
"linen IT (204 a of. (EWA te : a ahi 






i" ia aa .val 2 of Int Sl vote ened date Teas 
’ bie stidug e os sumege mbes 
(ae tan weotree nie ofck gee om tenn 
pREON mitted cougretat ap Orta em 


‘ie 









ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 19 10 





standardized some way, then it would be possible to 
apply the same type of regulations requiring a declaration 
of the percent rate per annum as in your case, I 
thought I gathered from your testimony that because 
your situation was standardized in respect to the type 
of lending situation, it is no great problem to state 
the percent per annum, is that right? 

MR. CASEKER: Mr. Hendrie, your 
Company is across Canada, would you care to comment on 
that? 

MR. HENDRIE: Well, I think we have 
to distinguish first between cash lending, you are 
loaning cash directly to an individual and other types 
of credit, consumer credit transactions. If we are 
dealing only with cash lending and that would take into 
consideration not only the small loan industry but the 
consumer cash lending by banks and credit unions and 
others who are engaged in the field. Now I presume 
that it would be possible to establish a standard 
expression of the interest as a percent per annum 
covering all types of cash lending. But I think we 
must also understand that we have in the consumer credit 
field a great many other types of consumer credit. We 
have, as we heard in this brief, sales finance credit. 
We have, as we heard in this brief, retail and instalment 
eredit. We have charge accounts and we have oil company 
accounts and all that sort of thing. If you are trying 
to think in terms of expressing something that would be 
clear and you wanted a common denominator for all types 


of consumer credit, we say that that would have to be 
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all types of consumer credit. If the legislation was 

so enacted that would require that, then I can assure 
the Committee that the cost of doing business for many 
types of businesses would be immeasurably increased to 
the detriment of the individuals who are attempting 

to use credit. And that cost would be passed on in some 
other form, either in a higher markup price or in the 
curtailment of services. We think then that the dollar 
cost expression is the clearest expression for a 
comparative shopper as far as individuals are concerned. 
And what both Mr. Cawker and Mr. Oakes were saying 

from their personal experience and I can bear it out 
also, you originally raised the question why do we put 
emphasis on the fact that there is confusion on 24% per 
year being equivalent to $24.00 per annum, We did that 
because this is a widespread misconception which we face 
almost every day in our ordinary transactions despite 
the fact that we have disclosed our interest and our 
costs. And all people want to know is, "Does this cost 
me $24.00 for $100 or what does it cost me?" And we 
“ae 'No, it costs you $13.46 for the $100, if you pay 
the obligation promptly". Now if you take the same 
thing and a person went down to Eatons, for example, 

and they bought $100 worth of furniture and you were 
trying to express the credit in a percent per annum 
rate as far as Eatons was concerned, I don't think it 
would have any meaningful purpose whatsoever, because 


there would be so many variables in relation to that cost 
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that it wouldn't assist the individual that is shopping. 
That is, as I believe from my reading of the subject 

and the wide discussion that is going on not only in 
front of this Committee but the Nova Scotia Committee 

and various committees in the States, committees in 
Congress, listening to the Douglas Bill, and so on, 
somebody is -- we are trying to give a standard or a 
measurer that will become a fixed thing that everybody 
can use as a gauge. And for some reason the seizing 
upon the percent per annum rate as the measure of 
something, like the metric system or something else, 

is automatically going to insure that the customer will 
be able to shop for credit. I can assure you it will not 
work in transactions, in my opinion anyway, in transaction 
other than cash lending. In cash lending I think it 
probably will. 

MR, IRWIN: Mr. Chairman, the reason 
I asked the question is that I thought I had it clear 
in my mind until you brought up your table where you 
said that the cost of $100 is $13.46 -- 

MR. OAKES: That's per $100 per loan. 

MR. IRWIN: I realize that. That's 
right, but it's only $50, in fact, you loan -- 54, 

MR. OAKES: The customer receives $100 
in cash at the time of the transaction is completed, Mr. 
Irwin. You are speaking of the average balance. 

MR, IRWIN: This is where the confusion 
arises in the mind of the public and in my mind. You 


tell me it is 24% per annum and this I understand. Then 
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you tell me it is only $13.46 for the lenders, and actuall 
it is. It's $13.46 to borrow $54. This is why, Mr. 
Hendrie, in my view, you have got to find or should try 

to find some other standard of expression. It seems to 
me that the thing you said in the first place is that 

you liked the idea of deelaring 1t as a percent per 
annum, is correct, (Next sentence inaudible) 

MR, OAKES: Mr. Irwin, in discussing 
with a broad spectrum of the public, I find usually 
this question of percent per annum comes up among the, 
say, professional people, maybe lawyers and accountants. 
But what I am trying to say is to give the Committee the 
benefit of our experience in dealing with the public 
on a day by day basis, as to what the public wants to 
know, not so much as to what maybe the University 
professor wants to know. I could quote examples. 
Again, from a standpoint of public relations in our own 
industry, is it fair that the public should feel that 
it costs $24.00 to do business with us when really, in 
fact, it costs $13.46? I remember just a few years back 
a very large, reputable department store was criticized 
on the basis that for a $20.00 budget account their 
minimum charge for the charge was $2.00. Now anybody 
in the credit field knows that you cannot open a budget 
account, do the investigation, do the work and the 
collections for $2.00. But when applied to the $20.00, 
the rate worked out at 54%. What I am asking the 
Committee, is this fair from the standpoint that the 
credit grantor, that the public should actually be 


deceived into thinking that it is paying more than the 
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various legislative bodies are permitting the public 
to be charged, 54% ? 

MR, WHITE: Well, that's the reason 
for this Committee. That's why we are exploring this 
idea of standardizing the definition of interest, 
developing a fairly simple formula so that these facts 
can be made public. Now I don't know why you men would 
take it upon yourselves to defend other types of 
consumer credit. 

MR. CAWKER: We are not defending 
really, Mr. White. 

MR, WHITE: Well you are objecting 
though, -- 

MR.CAWKER: No 

MR, WHITE: -- disclosure in other 
fields. 

MR,CAWKER: Well it's a question once 
again, of course, of the definition of complete 
disclosure. As Mr. Oakes has just pointed out, we have 
had now, since 1939 and it is now 1963, this number of 
years in which we have expressed our rate in dollars, 
the cost in dollars, the cost in percent per month and 
the cost in percent per annum. And still we find, 
inevitably, not only from the consumer, but as Mr.Oakes 
has said, from various other people, from professional 
people, a complete misconception of the rate that we 
charge. Now we know this is a job for us to do in our 
industry, we know that. 

MR, WHITE: Let us be clear on one 


point -- you are not revealing the effective rate of 
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interest unless it happens that the amount of the 
loan is $500 or $300, because if you are borrowing -- 
or perhaps I shouldn't make this as an assertion, but 
as a question. If one borrows $300 from you he is 
going to be paying 24%? 

MR, CAWKER: That's right. 

MR, WHITE: And that will be true 
of any sum less than $300. If somebody borrows $400 
he is paying 2% on the first $300 and 1% on the next 
$100, so the effective rate of interest -- well, I 
can't calculate in my head -- it's going to be about 
18%, isn't it? 

MR, CAWKER: Its going to be higher 
than that. 

MR, WHITE: 19 or 20%. 

MR. CAWKER: But see, sir, the thing 
that makes it so difficult to accurately calculate 
interest on a percent per annum basis is the variable 
in the algebraic formula involved in time. And also 
the variable involved in repayment. Now those things 
are imponderables in the repayment of the contract. 

MR. WHITE: Let's deal only with your 
field for a few minutes, if I may. We are questioning 
other types of lenders about the complexities in their 
fields: 

HENDRIE: The only reason we made a 
reference to other fields is because we are not in 
agreement that it is possible, in our opinion, to arrive 
at a formula that would embrace all types of consumer 


lending. So if we were put in the position of saying, 
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yes, we agree on disclosure and we didn't qualify it, 
what we are saying is we agree on disclosure as far as 
cash lending is concerned and if that's possible then to 
find a formula. But we don't agree that it is possible 
to find a formula if you are going to take into 
consideration every single solitary type of consumer 
transaction that may take place. We don't think so 
because there are so many imponderables in there. 

MR. WHITE: I don't want to get into 
a long debate, I mean I know that is not the purpose of 
this meeting, but you would acknowledge generally 
that there can be a formula. Given a definition of 
interest, and the formula for computing the interest, the 
two would compliment one another, that you could figure 
out the rate of interest for each transaction, although 
it might be extremely complicated. Do you acknowledge 
that? 

| MR, HENDRIE: Yes, yess. 

MR, WHITE: Would you acknowledge 
further that if certain tolerances were given, plus or 
minus 1% of something, that it would be much easier to 
reckon the effective rate? 

MR. HENDRIE: No, I wouldn't say that. 

MR, WHITE: Let's turn to your field 
for a munute. You are making loans, 95% of your loans 
are under $1,000. So there could be no more than 1,000 
calculations for every dollar you would lend out, then 
there is going to be an effective interest rate, given 


these maximums established, right? A maximum of 1,000 





calculations? 
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MR. HENDRIE: It depends on (rest of 
sentence inaudible) 

MR. WHITE: If a tolerance were given 
then there would be some number less than that and if 
the tolerance were broad enough then there might only 
be ten or twenty or thirty. Do you follow me on that? 

MR, HENDRIE: Oh, I understand what 
you are getting at but I am also opposed to anything that 
increases the cost of doing business at which we now 
operate at the lowest gross rate on the continent and 
where we have to exercise the most rigid economies in 
order to even the monthly rate possible on our operations 
As an operator, which I am, I am dreadfully opposed to 
anything that will increase the cost of doing our 
business. 

MR. WHITE: I am attempting to show 
you that this wouldn't cost you any more because, 
assuming some kind of reasonable tolerance, you could 
have in your loan schedules, which are displayed in 
every office, you could simply have the effective rate 
posted there -- 

MR. OAKES: Mr. White, if I may comment 
sir, This tolerance could give a difference of 2% 
between one contractual rate and another, if plus or 
minus one. 

MR, IRWIN: (First part of statement 
inaudible) -- within a range of 2% -- 

MR. WHITE: Well, the point I wanted 
to bring forth, Mr. Chairman, is that notwithstanding 


the comments made by some of these gentlemen and other 
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witnesses, there are ways to do it and quite easily, 
without adding to your cost. I don't know if I have 
persuaded you to that point or not. 

MR. HENDRIE: I don't think you have. 
(Laughter) We keep an open mind, but we should have 
to take a look at these tolerances, 

MR, WHITE: I further suggest, sir, 
that this would be good for your industry because, 
assuming all lenders were required to do the same thing, 
your effective rate, which is controlled, unlike other 
lending rates, your effective rate would probably be 
somewhat less than the people you are competing with. 
I'm a little surprised that you resist on their account. 

MR, HENDRIE: I said it was possible 
on cash lending. I said I didn't think on retail 
instalment or sales financing transactions and so on, 
that it is possible to arrive at this same formula with 
the same tolerances. As an industry we only said that 
we think that if you are trying to arrive at a measurer 
which is understandable to the people who actually do 
the lending of money or the establishing of consumer 
credit, that you must talk in their terms. If I was 
talking, as Mr. Oakes said, to you distinguished 
gentlemen here who know percentages backwards and 
forwards, we talk, of course, in entirely different 
language. But I think laws are written for the vast 
majority of people and they are made simple to make them 
understandable. That's our submission here. 

MR. WHITE: Well, I think it would be 


useful. But you will acknowledge that it's possible in 






















‘ethene adtup ihe SB Sh ms aye wt wien? J r k ; 
ek § . . 
ie wea Cu woah a cht t40n Wey we wien’ sires 
don eo MA bow foe oh ares bebsteneq 


ion i YSTAG@KIR JAM Deg VE Shae 





i+ 


oy ‘ ens ree. shes 

are fies ov dod bata wete de soe oF ‘ ro deta}. a 
1 

welae eset ge goal @ Gilad pz 





‘ 
a ' ‘ 
fi ; SSE ESaSZEC series ff Cay aa 


a i sHdigned YIOTRWNRS Tyo" od Be a 1S So. aon: Bid jai 


i ¥ 
7 Aes bein pe of: an fenhapedt ove moh la Srimoee iad We 
; we sitaae .belaon — wf do)de het eve0eSI9e ee Saree 


ie et v“i¢sedou row 2 foe vic key ,eoveueibees itt 


Wolw eaiieeno., ste vey ¢.coeq ec) and aed Sees 


YT) 


hal it 
‘Lb 


Seeion “lont oo Catewr Yop ged beast mm ohtett & ane ied 
RiGleHo> @cw 3. Giese © th INCE . | | 
| hele! Me ssaPhast 2’ abs ; ay irtbaal mass ag hes 
my cy bog Saoldceenoe? we ooetht geted so eheetatgest tee f 
APLW Adowrod) oma viet ds ovtw of A eoe RE ee, Vis a 
C900 lee Vio un Wav so OA CReEREod ona a: edt par z 
Vt Aadeg Ms avi p a epi? sae ey Vt card clnteie ow 
Ob yihiesson ow wigoed «te of a) teieeiiedteberoat sho Ruler - he 
Tewwaned MO onlAgc lusts Se le yee Te aotbeed) edt | 
Qew LiL athe) “aheoty we Shae toe Mek Gade <P EbOO: 
- | Codetunditeth vog of obke@ seNeo- soae canta ; F . 


Ph | oy Bing) ab vawiisigd sic hdl vows aa naan | 













Pree PtLe” ylent time pit, sous ‘te ata wei 
deny ett et stdiew am asd imi oy 
et ae 7 ae 
; i ue cl 
y ae Yay zs scanned: 





aia 





ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 19 19 





your field to do it quite easily, is that right? 

MR. HENDRIE: In our field, in cash 
loans, yes. 

MR. IRWIN: Ore point follows here on 
Mr. White, on the question of cost. I don't know 
whether it would cost you a great deal more to do this 
kind of thing, or any lending situation, whether it 
would cost a great deal more to make these calculations. 
But if such can be done, this intrigues me and I would 
like your comments on it because it is a question that 
keeps popping up all the time whenever we are dealing 
with a lending situation that it costs a lot of money 
to do business. Why should this be raised at all? 

I costs money to sell a car, it costs money to sell a 
refrigerator. Obviously it costs money to lend money. 
Why should this enter into a confused picture in regard 
to lending money? 

MR, HENDRIE: That's very simple to 
answer, sir. We operate under a ceiling and so 
irrespective of the fact that our costs of business have 
risen substantially over theyears and are continuing to 
rise, we come up against a gross rate of return that 
there is nothing we can do about. In every other type 
of business does not operate under a ceiling rate, there 
is an adjustment according to the marketplace, the free 
enterprise between what competition will stand and what 
you can charge for your services and you will absorb 
your costs as you go along. You know that. If you 
were buying a suit today from your tailor, I wager to 


say that you would be paying substantially more than you 
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did ten years ago and it probably woudn't be any better 
quality. He has adjusted for his costs, taxes and 
everything else. We are so cost conscious because we 
know that if our costs go up we are out of business and 
we have had to -- when I say effect rigid economies -- 
we have had to learn how to operate in tinier spaces, 
reduce rents and operate at -- 

MR. IRWIN: Mr. Hendrie, you are 
defending yourself valiantly, but I agree with you 
fully. Where you are operating, particularly under the 
Small Loans Act, you started under a fixed ceiling and 
any additional costs, however marginal, would be a 
serious consideration for you. No, I was not asking 
you to defend your position, I was simply asking for 
a comment on why it is, in almost any other lending 
situation, other than the one you have described today, 
a great issue is made about the costs of doing business, 
the cost of lending money. This is one reason why they 
can't quote a rate of interest because it costs so much 
to service the accounts. It strikes me that this 
doesn't enter into the picture at all. A mortgage 
company, for example, quoting a prime rate of 73%; 
doesn't want to explain to the borrower how much it is 
going to cost them to open their account, keep track 
of payments. Now granted in a mortgage company, because 
you relate to the total volume of credit granted, your 
costs are less per $100 than in the case of the money 
lending institution or instalment contract situation. 
But it is still there and it always surprises me why 


some people have to make a big issue of what it costs to 
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lend money and others don't. Would you comment on that? 

MR, HENDRIE: You mention a 
mortgage lending company -- I'm thinking particularly 
now of prime first mortgages -- the cost is not a 
substantial factor there because you have your money 
invested over a long period of time. A first mortgage 
will run ten, fifteen or twenty years, so when you make 
your investment, just the same as you convert short 
term obligations into long term debentures, you have 
arrived at a fixed cost situation for a long period of 
time. Unfortunately, in the lending business in which 
we are particularly engaged, you have a consistent and 
rapid repayment of the obligations with the necessity 
to reinvest your funds so there is a very rapid turnover. 
If we stop investing -- when I say investing, making 
loans -- if we stop making loans tomorrow, we would 
liquidate the whole organization in about 15 months. 

MR, IRWIN: Again, Mr. Hendrie, 
if I may interpose here, you are defending yourself 
unnecessarily. All I am trying to get at is the 
philosophy. When we are talking about mortgages 
lending at 73%5 there is no mention of the cost. But 
when we get into a money lending situation like your 
own or an instalment credit situation, we have this 
problem of the cost of doing business. Surely, if lI 
am in business selling anything, my price includes my 
cost of doing business plus some profit to me. So why 
all this confusion? If the mortgage lending institution 
can quote their price of the money at 73% per annum, 


and out of that they would pay their expenses and get 
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some profit, then all you need to do is quote 24% per 
annum for the cost of doing business. In other words 
your price of lending money is 24% under $300. The 
price of lending money by some other instalment credit 
arrangement is so much, 20% and out of that they pay 
their own costs. But why, when we get into this field, 
we always are faced with this problem of doing business. 
Why don't you just set the price and pay your own 
expenses, and don't bother the customer with your 
problems? 

| MR, HENDRIE: We don't bother 
the customer. We thought we were explaining the thing. 
We certainly don't say to a customer that the cost of 
doing business or the cost of opening an account or 
carrying an account -- we have nothing to do with the 
customer as far as that -- we were merely explaining 
to the Committee. 

MR, IRWIN: Why is the customer 
who comes before this Committee always making enquiries 
of costs that we must be made aware of? They say, "We 
have to get 12% or we have to get 24% to stay in 
business ", And you get confused between the interest 
and the cost of servicing these accounts. Why are these 
two things confused? Why do they have to mention the 
problem? Why ei etetien just say, "In order for us 
to easiness we have to charge 12%"? 

MR. CAWKER: Well, I hesitate 
to speak for the sales finance companies who, I am sure, 
are quite capable of speaking very adequately for 


themselves, but I think there is one basic consideration, 
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Mr. Irwin, and that is (a) we are dealing with a 
difference in quality of risk. I think I can assume 
that you are talking about the mortgage company who 
states its rate at, I think they use the figure Th 

and other types of consumer credit. And I assume you 
mean by that the sales finance industry, retail 
revolving credit accounts at retailer level and Il 
think, first of all, there is the type of risk and the 
ease at which it can be investigated, if it's real 
estate. And there is also the unit size, which is 
very, very important. Now then, we get into the sales 
finance field or possibly the department store budget 
account, and for instance in the sales finance field, 
we start out with the fact that the company rarely 

has the opportunity to find out at first hand the normal 
eredit information that he should have at first hand. 
He is handed a contract by a dealer, let us say, and 
these are unusual costs as compared, I think, to the 
mortgage company who can have a piece of property 
appraised and draw a credit report on the individual 
and arrive at a rate and say this is it, as we do, As 
I think Mr. Hendrie tried to say, we don't make a big 
story to the customer about why we need to charge these 
rates, They are there. They are spelled out. And, 

of course, the customer has the privilege of shopping. 
I concur in the position that we should not always 

take a look at a sales finance rate bid expressed as an 
add-on, or whatever it may be, and convert it to a rate 
per annum and say this is the interest cost of the 


transaction because I strongly disagree that it is the 
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percent per annum cost of the transaction, 

MR, IRWIN: This bugs me. I can't 
find any answer in my own mind as to why it isn't. 

The cost of lending money is the rate percent per annum 
no matter how you express it. It's what I get ona 
loan and if I have higher costs I have to charge higher 
prices. No explanation is required. 

MR. CAWKER:s Well, we are a 
consumer loan industry. ‘The mortgage company is a 
different identity once again, and the sales finance 
company or the retail credit plan is something entirely 
different. 

MR, IRWIN: No matter what 
lending situation one has there is a principal loan 
and there is a principal to be paid and there is an 
interest charge also paid. 

MR. HENDRIE: That's not exactly 
true, Mr. Irwin, Prior to 1913, when the first Uniform 
Small Loan Act was enacted in the United States, there 
were Usury Acts in force in all 48 States because of 
course in the United States the interest rates are 
reserved to the States and not to the Federal Government. 
And so loans were made at, say, 6% per annum simple 
interest rate, but they weren't made at that rate at 
all because they were being made with brokerage fees, 
bonuses or investigation fees, etc., which, in effect, 
made the true rates when those factors were taken into 
consideration, maybe 75 or 100 or better than 20% or 
some other fancy figure. Now, in one of the -- the 
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writing the first Uniform Act,of which the Canadian 

Act is a copy, was to make sure that no other charges 

of any description would be permitted so that the 

rate expressed would be a true rate of so much per annum. 
Now if we are going to legislate and you want 2 Seamon 
denominator expressed as percent per annum in credit 
sransactions, then I think this is where the difficulty 
would lie, you would have to say you can't mark up your 
prices, you can't charge for credit investigations, you 
can't charge for collections, you can't have delinquency 
fees, you can't put credit insurance on, you can't do 
anything at all because this is going to change the 
percent per annum cost of this particular thing. And 

I don't think anybody can police a thing like that. 
That's why I say the cost of doing business, of trying 
to make that workable, I don't think it's workable. 

It's only workable if you have a situation such as 

our situation where we have a cash and where the law 
says you can't make any other charges and so on. 

MR, IRWIN: Well, Mr, Chairman, 
T'll back away from that question. Actually you 
stated what I was trying to do very well, that, in a 
sense, if you have a Usury Law which sets a maximum 
rate, then you are going to encourage the addition of 
other charges and the issue becomes confused. 

On other question. Generally 
speaking, in cases of one of your companies, what happens 
if -- well, take an example. Let's say I borrow $100 
on a contract repayable in 12 months and I decide to 


pay it off at the end of the fourth month. What rebate 
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would I get? 

| MR, CAWKER: Well, the charge 
is computed, Mr, Irwin, to the day the loan is retired. 
In other words, you pay 2% per month on the use of the 
money until the day the loan is retired. I think we 
did mention someplace in here that there is no bonus, 
notice or any other requirement. The rebate is the 
full pro-rate, if you want to call it a rebate. 

MR, IRWIN: In effect, I simply 
pay for the use of the money that I actually had -- 

MR, CAWKER: As long as you 
had it, that's right. 

MR. IRWIN: At 2% per month if 
it is under $300? 

MR. CAWKER: That's right, sir. 

MR. IRWIN: Thank you very much. 

THE CHAIRMAN: Mr. Lawrence? 

MR, LAWRENCE: I was curious 
about the Association? Is it composed of companies 
exclusively that are licensed to make loans under the 
Small Loans Act? 

MR, CAWKER: That's right. 

MR, LAWRENCE: Do the members 
ofyour Association then only make loans under the Small 
Loans Act? 

MR. CAWKER: No. Some of the 
companies are engaged in the sales finance business as 
well. 

MR. LAWRENCE: Some of them or 


most of them? 
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MR. CAWKER: I don't think I 
can say most of them, no, 

MR. LAWRENCE: And how about loans 
over $1,500, does the same thing apply? For most 
of the members of your Association are there parent 
companies or subsidiary companies that do this? 

MR, CAWKER: Make loans over 
$1,500? Yes, that's right. 

| MR. LAWRENCE: Company members 

of your Association, do they do this too? 

MR, CAWKER: notaries do. 

MR, LAWRENCE: Quite frankly, 
while I am not alverse to this Committee being used as 
a sort of sounding board to get across good publicity 
on behalf of some of your companies, I appreciate the 
work that has gone into this brief. I was not here 
to hear most companies in the main that act under the 
Small Loans Act. In the first place it is outside 
our jurisdiction in any event, but actually the main 
abuses that are taking place in the credit field today 
are over this amount. Your brief relates strictly to 
the $1,500 limit. I would hope you are going to come 
back, or your parent companies are going to come back, 
or your subsidiaries are going to come back and talk 
about the field in which there are abuses today, mainly 
over $1,500 and also the acceptance company business. 

MR, CAWKER: Well, I apologize. 
We were asked to appear here as an Association of 
Canadian consumer loan companies and for that reason we 


have tried to deal with the history of the business since 
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the Act was passed, I believe our opposite number in 
the sales finance are appearing and I think some of 
the other individual companies are appearing. 

MR, LAWRENCE: What's done over 
$1,500, this is still within the purviéw of your Associ- 
ation presumably? Is it or not? 

MR, CAWKER: Well, except that 
certainly a good number of our members do make loans 
in the area over $1,500, yes. 

MR, LAWRENCE: In other words 
your Association deals only with those matters within 
the Small Loans Act? 

MR, CAWKER: Well, that is the 
purpose of our Association, However, I think as a 
general practice we are certainly interested in the 
ethical behaviour of our members in their dealing in 
the area over $1,500. 

MR, LAWRENCE: All right. Well 
then, everything you have said in regard to ethics and 
regard to disclosure and the rates and the dollar cost 
and everything else, does that apply to your members 
in the field over the $1,500? 

MR. GAWKER: Well I would have 
to say this. I think there is a variation in the rates 
charged over $1,500. I have noticed recently that 
some of our members have been most aggressive as a 
result of some of the previous hearings by way of their 
advertising programmes and stating aggressively what 
their rates are, what their policy is. Of course, I 


think this is probably the best guarantee that unethical 
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practices will stop that we can see. And I have been 
most happy to see that a good number of our members 

have been developing an advertising programme to let 
people know what they are doing in the field over $1,500. 

MR. LAWRENCE: I gather then 
that the answer to that is no? That your companies 
don't necessarily follow the Small Loans Act and its 
requisites over the $1,500 mark? 

I wonder if we could -- I mean 
this information that you have given us -- I don't want 
to appear rude or ungrateful in any way because I think 
it is a very fine brief -- but as I say, we are here, 

I hope, to help to expose some of the abuses in the field 
today so that rectifying legislation can be forthcoming. 
Your brief deals only with something that is already 
regulated and even then it's regulated by another body. 
I would hope that perhaps we could have you back 
sometime for a discussion of the field beyond the limits 
of the Small Loans Act. The Small Loans Act is working 
wonderfully well. The only criticism we have had is 
that the limits aren't large enough. We had a very 
forceful presentation here one day that it should be 
increased to $2,500. There is no suggestion or no 
comment from you people at all in your brief about 

that and nothing about in this amount over $1,500. I 
just hope you are going to come back. 

THE CHAIRMAN: Do you want to ask 
that question? 

MR, LAWRENCE: All right. How 


do your associations feel about -- I mean, it's rather 
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frustrating, as far as this Committee is concerned, in 
any event, -- what would you feel about increasing 
the limits to $2,500? 

MR, CAWKER: Would you like to 
answer that, Mr. Oakes? 

MR. OAKES: We have had quite 
a bit of discussion on this point in our own Association. 
In the first place, just what would be the loss of the 
Small Loans Act? The Small Loans Act and the whole 
philosophy behind the Act is to protect the necessitous 
borrower with very little bargaining power, the man -- 
in the early days of the Act the limit generally, across 
the United States, was $300. This was to protect the 
small borrower with little bargaining power. The same 
philosophy has existed, but with the increase or the 
inflation in our economy, we find that it is common 
practice for families to borrow, generally, up to $1,500. 
I might say that the demand for amounts above $1,500 
is nowhere near as great as amounts below this. So 
in 1956 we ourselves suggested to the federal Parliament 
that the rate, that the ceiling should be increased and 
we, after a great deal of deliberation and trying to 
analyze what is a small loan, came up with the figure 
of $1,500. Now when you go beyond that, transactions 
start bordering on the commercial field. There are 
many small businesses,or ventures where people are, or 
businessmen use interim financing and borrow $2,000 -- 
particularly I'm thinking of small storekeepers and 
various other people that get commercial credit. I 


don't know how you differentiate between them. It is a 






















ee ’ 
spa =a 


bi barra ef aatiiowes aide me cet te Amma 


| | 4h: 
isaurott foods Leet voy Piven Gade Ke poe 

dassavrort “ ae | 

O°, S¢ of edhetd oat - 







ugiakis wor feet sAENAD wi an 


ee te 


ORT SLeh+h ARO o09 at co og ah? «o nue Ie Skee 
"ete. Ye sagi 49 e Wilco uo yw, yaendq tame’. egal 

. . ie ) vi 
ofoiw ote Sue goh o¢ao flest ef? TOR eee Tie ae 


| DL Bo Ldeycon ot ? ie of, eget, Get tilted getuaael ing ok 


oo ; : r ‘of. yeeviidiw sawerted 1125 
Neeeree batt wel ‘y Yo sab! eheae ene at 
i . \ f 4s ine (= - z | ia A] 
woias r j ou iy Se .. wash} oe aa oS bot hat: edt ree 
enan er ee rae oa) 7222 Mibtw tenerred Ting 


ea? 76.2 Z i. to ~ admire wigotolidg 
nan ww? ai he ai of a Ww vi “> a ar mater tat , i i 


CS pe erik: Caney gat opines not epttoang 


tia Loare Lo. biudde qalliledcea peach OGRt ani ttn af 


atvel?. es Huiw Ge ome: Bes ih ae tt OL ae tan 
enoivosgcat?  ialy unqved it sis at pet 
Coy OTe bis 2% Aoi vale 


ig mo .ote efqeny Sods aot 7 


a ab aa weeny ba roi 





ANGUS, STONEHOUSE & CO. LTD. a 


TORONTO, ONTARIO 1931 





consumtive type loan and a productive type loan -- when 
it comes to extending the limits of the Small Loans Act. 
I personally feel that the present limit under the 
Small Loans Act is adequate in the protection of the 
small borrower. Now whether we should venture into 

the field where we interfere with commercial transactions 
I don't know. That is something possibly for other 
public bodies to decide. I feel that competition in 
the field above $1,500 today is such, where you have 

a full range of rates. When you say how does the large 
loan business differ from the small loan business, I 
would say the members of this Association, from an 
ethical standpoint and a method of operation, it doesn't 
differ. But you do get a great variety in rates and 
this, of course, depends on a businessman's individual 
decision on an individual transaction. There are some 
companies that can make commercial loans, many of these 
loans are in the commercial field, at maybe 9 or 10%. 

It depends upon all the factors involved, including 
risk factor. Other situations, where it may be a very 
fair transaction, are at 18%. 

MR, LAWRENCE: I'm not arguing 
about the rate at all. What I am wondering about is 
whether or not there is disclosure of interest, or even 
of costs? 

MR. OAKES: Yes, sir. Any company 
in this Association that does business above $1,500, I 
can assure you there is full disclosure of costs, -- 

MR, LAWRENCE: You mean a dollar 
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1 MR. OAKES: A dollar rate -- 

2| dependent upon the type of method used to compute the 

3] charges. 

4 MR. MacDONALD: Wouldn't an 

5| increase in the level of the limit of small loans be 

6| a futile gesture -- (rest of statement inaudible) 

7 MR, OAKES: Yes, sir, it would. 

8] I can tell you right now that there is restricted 

9| service in the field between $1,000 and $1,500 and it 

10| is not by the choice of the lenders. When you find 

11| particularly small companies -- maybe Mr. Jones would 

12] like to say something on this as a small Canadian 

13] independent. When you find a small Canadian independent 
14|| company paying as much as 63 or 7% for their money, it's 
15|| very little use to tell Mr. Jones, "Well, of course the 
16| spread of the rate is more than that", He doesn't want 
17| to put, between $1,000 and $1,500, money that he pays 

18 3 or 7% for, out at 6% simple per annum. That's the 

19 crux of the whole problem, sir. However those rates 

20 are set by Parliament. 

21 MR, LAWRENCE: Statistics show 

22 there is not much action in that range. 

23 MR, OAKES: If you just take 

24 that Segment of the loan, Mr. Lawrence, you are not 

Zo making money. This is why there is restricted service 
26 in that area. What Mr. MacDonald is saying is, if you 
27 extended the Small Loans Act at existing rates you would 
28 find even a greater freeze-up in the service. It is 


29 this point that the fair rate, or the unfair rate, from 





the lender's standpoint, which created many of the abuses 
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which you speak about where you find these unscrupulous 
second mortgage people's transactions with large discount 
and balloon payments; all the types of abuse that we 
have become so familiar with for the last three or four 
years, 

MR. MacDONALD: Where do most of 
your companies get their capital? 

MR. JONES: There are many,many 
sources,from sale of preferred and common stock, from 
the bank itself as a wholesaler. Those would be the 
principle means. 

MR. MacDONALD: Is the major 
source of it from the bank as a wholesaler? 

MR. JONES: I can only speak 
(next few words inaudible). Basically, in that case 
it would be from the bank. This, of course, can be 
changed over a period of years. 

MR. MacDONALD: What is the rate 
you would have to pay the bank? 

MR. JONES: That varies with 
the prime rate anywhere from 53 to 6%. 

MR, CAWKER: And in some cases, 
Mr. MacDonald, added to that cost is the maintenance 
of a compensating balance. 

MR. OAKES: This doesn't apply 
so much to the large companies, Mr. MacDonald. Basically 
they try to maintain their financing on one-third equity, 
one-third short term and one-third long term. And there 
is a move over from the short term into preferred stock 


or debenture as used in attempting to skim out the 





iene hh’ 4ycaF 


ev’ Scase »~nres 


i UJ ioe * 7 
» eal 10 Sorin Wael ms 
if 
BAtG Thom ab wtasny = Us 
Ait y wis pewe 
ries, i rmeyiey coy 
Of! *1 ae . 
oot, itt y j 
ws e f) 
MAING. Vii Tic 
’ He " 
he ah: 
OIF. fg i} qin ule 
Po BE HEY ie 
wh 
ByuA40 ioc 7h) 
Soman A ? 19%) peed 


Siqge a npscod are 


_ 
ae ! - 
Rie 
i bot 





dh scordopauatt A! atquoq sgagenee & 


te ‘ogy? esd 


bia ofonit sat 


























fin  etccaynq soekiad) bap | 
i se Gely swabl2aet om esiaged eved 
rae tod’ tee aalmbanee W0y 
Ri tt 
ie Powe levy “ly etme mOeT .ASHIOR 
ion o oe Bfeatt aed ext | | 
| 
nooor siqtortttg © 
1 sel ott mom ED Re eee: | 
a 
- i 
ft oO, Ciara ebiow Wied exon 
ii | Nad et wont ed bivew #2 
satsev yorba hee a ‘seve nents | 
Mn «OM : 
“lit sod eq Ww ered bivew Bog | 
ee <AM ; 
\ of 42 mol e*teydaoewae sie oul ; 
IHSaAWAD oO be 


Se y 


Fuey death 68 Babee bikini 2 


spinel yoko 


0 a me” 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 1934 





company's indebtedness in relationship to its growth. 

MR, CAWKER: I think Mr. White 
raised an eyebrow on compensating balance. It's a 
practice, I think, that developed across the border and 
it seems to be creeping into the banking fraternity here. 
Simply explained, it might be this. One of our companies 
might have $100,000 line of credit and the requirement 
would be to maintain a balance of $10,000 in a current 
account. So, in other words, you pay interest on 
$100,000 and have the use of $90,000. 

MR. WHITE: Is this going on now? 

MR. CAWKER: Yes, it is. 

MR. WHITE: I understood from a 
banker we had here a week or two ago that it wasn't in 
the commercial field, although they are going into it 
in the small loan field. 

MR. HENDRIE: And, Mr. White, 
what is the true interest rate when the bank makes you 
keep a compensating balance? (Laughter) 

MR.LAWRENCE: Anyway, before we 
leave the subject of the limits outside the Small Loans 
Act, I suppose we could go into it here today. I don't 
suppose we could finish it but I would certainly like 
to see some of these Tables extended, at least from 
some of your other companies, who operate outside the 
Small Loans Act. Most of your members do have these 
other companies, I gather? 

MR. CAWKER: Well, I can think, 
Mr. Lawrence, of -- 


MR. LAWRENCE: This is the field 
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we are interested in, not the Small Loans Act. 

MR. CAWKER: You have heard from 
the Canadian Acceptance Corporation, I think, who, I 
believe, explained to the Committee their programme in 
the area over $1,500 in the second mortgage or first 
mortgage field. They recently had an advertising 
programme which I think set out very fairly and very 
clearly and, if I recollect correctly, I think their 
rates for a second mortgage were quoted in the area of 
1% per month or 12% per annum. The largest Canadian 
Company, Niagara Finance, recently set up a company 
specifically to deal in the field over $1,500 and 
more specifically with mortgages and I think they have 
clearly stated their rate to be in the area of 1 to 1i% 
per month. 

MR. LAWRENCE: This is with 
security on land. I mean this is one of the things we 
don't know, whether your companies do get into this 
field without land security, we just don't know. 

MR. JONES: He is referring to 
these large loans. I think that this could be done, but 
as has been said, the rates above $1,500 become 
competitive and in the case of my own company, this 
rate is determined in many ways such as the creditworthi- 
ness of the man, etc. And this way we come wp with 
different rates, they will vary from a very low 12% to 
probably 21%. 

| MR. LAWRENCE: This is why I am 
directing my enquiry to Mr. Cawker rather than to any 


one of you as individuals because I can imagine there is 
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certain competitive information that you would be very 
loath to let out as far as your own individual company 
is concerned. But surely your Association might be 
able to prepare something for us to give some of these 
tables beyond the $1,500 limit. 

MR. HENDRIE: Basically we don't 
have those figures. That's number one. All we can do 
is tell you from a fair exposure to the field generally, 
what the rate appears to be settled at. If I were 
asked to give an opinion I would say probably anywhere 
depending on security and, as Mr. Jones has said, risk 
and so on, anywhere from 1% per month to possibly as 
high as 1 3/4, if there is these variables of security, 
credit risk -- it's possibly a commercial transaction 
and may be very short term -- this, of course, is 
getting beyond the field that we have tried to deal with 
here, as you have said, and that is the field of the 
straight consumer loan, and possibly directed toward 
the necessitous borrower, 

MR. HENDRIE: You were saying, 
Mr. Lawrence, that this is the field that the Committee 
is largely interested in. If I could make a submission 
to the Committee, I think one of the problems involved 
in the field over $1,500, is not so much the rate that 
is being charged. The rate will find it's own level. 

MR. LAWRENCE: I appreciate that. 

MR. HENDRIE: I think the 
refunding of the charges is something that would be, I 
believe, within the province of this Committee to 


recommend for legislation and I would suggest a refunding 
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of charges under the Rule of 78ths, which is written 

into the law, I believe, in about 20 or 22 states in 

the United States. You see, if you have uniform refund- 
ing, then you are not going to run into these situations 
where someone makes a substantial charge for a deal and 
then somebody decides that they want to pay it off within 
a relatively short period of time and then at this 

moment there is no uniformity by legislation in connectio 
with refunds. They can either refund or not or whatever 
they want to do. If we had uniformity of refunding, 

then everybody would know exactly what you pay at the 

end of 30 days or 60 days, you would know precisely 

what portion of that unearned charge was going to come 
back. I know our company, aS an individual company, 

has always used the Rule of 78ths for refunding on our 
loans over $1,500 and it is used in all our operations 
in the States regardless of whether it's required by 

law or not. I think that should be extremely clear. 

All that is is the sum of the digits, you take the months 
from 1 to 12 and you add them up and it comes to 78 and 
you do your refunding on the payment at the end of the 
first month would be 78/100ths of the charge. And so 

it works on down. But that's a uniformly fair method 
and avoids the situation such as I read about in the 
newspaper where somebody, for example, got a very large 
bonus and he wanted to go and pay it, or they did pay 

it up, and they were charged $1,0000r $1,500 for the 
deal and that amounted to maybe half the carrying charge 
simply because the refund wasn't on a uniform basis. 


And that could be done very easily and would help to 
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eliminate some of the abuses in the over $1,500 field. 

MR, LAWRENCE: I think it would 
be very worth while. But the point is, you people 
represent not only the small loans industry, you 
represent the direct cash loan industry -- I mean they 
are not the other suggestions that some of the others 
have made. You are asking for a great big bash on the 
head with some sort of wa@apon here if you don't come 
along and make these suggestions. Your brief was very 
worth while, but it deals with something that is already 
very strictly regulated by the government. I have to 
admit it, L've never even heard of the Rule of 78ths 
before, 

MR. HENDRIE: I'd like to send 
you a brief on it. 

MR, LAWRENCE: I wish you would. 

MR, HENDRIE: Another suggestion 
would be -- and this, as you know, has come before 
Queen's Park before and I don't know why it hasn't been 
acted upon -- and that is a central registry for lien 
securities. You see, people can get hurt today because 
of no central registry set-up. If someone went to 
purchase an article, supposing somebody bought an 
automobile and, this frequently happens, later discovers 
there is a lien on it they didn't know anything about 
it simply because it was in another County and who can 
go and check all the different counties in Ontario. 
I would think that a central registry with electronic 
equipment and everything -- and that's very feasible 


because -- British Columbia has a central registry out 
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of Victoria now and it works beautifully there and it 
avoids a lot of hardships for people. 

MR. LAWRENCE: How long has it 
been there? 

MR, OAKES: I believe about 12 
years. And anybody in the Province of B.C. can tell 
instantly whether there is a lien or not on the auto- 
mobile or anything else. 

THE CHAIRMAN: Mr. Bukator? 

MR. BUKATOR: Yes, Mr. Chairman, 
I would like to ask Mr. Hendrie a question. You 
mentioned a purchase of $20, on which you charge some 
$2.00, was it, just to handle the account. And then 
you say as a percentage, if it ae figured on a per 
annum rate, would be 54%, if you figured it percentage- 
wise. 

MR. HENDRIE: It works on a five 
month contract, sir. 

MR. BUKATOR: On a five month 
contract for $20.00, it would be 54%. Well, what 
happens when the purchaser, who has now established this 
book work for you and makes it a loss to you actually, 
because you said the $2.00 wasn't sufficient to cover 
it, comes back and purchases another item within two 
or three weeks. 

MR. HENDRIE: Well, sir, that 
is the only reason we make the transaction in the first 
place. 

MR, BUKATOR: And then it goes 


on -- I know a case where the thing started off as a 
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$20.00 purchase and it piled into $200 and $300 and 
the payment now is $16.00 a month. Why shouldn't that 
individual know how much they are paying for the items 
that they are buying? This is a revelation that the 
public should have. They should know, dollarwise, 
what they are paying and you can rest assured that they 
won't buy that many items if they know that they. must 
pay not only 54%, but across the board for many years 
it might even add up to more than that. This is why 
the Committee was set up and I can assure you that I 
will press for disclosure of interest rates on small 
items purchased by the people who have not a professor 
for a husband, you see, and they can't calculate this 
for the housewife who doesn't know how, 

MR. HENDRIE: Well, sir, may I 
give an example. Of course, we do not use that type 
of credit system within our own group of companies. I 
use it as an illustration as a further question. Why 
should the public feel, be made to feel, that they are 
being exploited, at the rate of 54%? When you take the 
case of an individual family -- and credit does apply 
to individual families -- here is a family who initially 
can only afford to handle a $20.00 item, some very 
necessary item, and the charge is $2.00. Would it be 
anybody's wish that these people, because they only 
require $20.00 should be denied that? 

MR. BUKATOR: Oh no, no.: I didn't 
try to make that point. But I think that individuals 
should know exactly what they are paying for the use of 


that money for that period of time because in three or 
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four weeks or a month they may save and pay cash and 
maybe get 10% knocked off the item. This is the only 
thing that the people should know. 

MR, OAKES: I could tell you, sir, 
that if they were told that it cost them $2.00 to open 
a $20.00 budget account, they would weigh it in the terms 
of $2.00 a month and in the terms of 54% and decide yes 
$200 is worth this accommodation. 

MR. BUKATOR: Well, Mr. Chairman, at 
least they would know what they were doing before they 
signed on the dotted line. 

MR. OAKES: Mr. Bukator, my guess would 
be that if this particular transaction -- the $2.00 and 
the $20.00 one -- was publicized as 54% per annum, that 
you would shortly find the $2.00 charge disappearing 
but it would be incorporated in the price of the article 
so that the customer would still be paying it only now 
it would a cost item instead of an interest item. 

MR. BUKATOR: Then it does become 
competitive among people who sell that particular item. 

MR. OAKES: I, as I said, have been 
in this business a long time and I saw in many states 
who have restricted laws relating to borrowing, that 
couldn't prevent any borrowing whatsoever even though 
people moved, for example, that their charges were high 
or anything else, that didn't prevent any borrowing 
of any description because there was a need there. 

MR. BUKATOR: That being the case, 
then they should be told what it is going to cost them 


because it is not going to prevent them, but at least they 
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will know, percentagewise, what they are paying for the 
cost of that money. If it is not going to interfere then 
why not tell them? 

MR. HENDRIE: Well, I think it will 
be absorbed in costs and it will go under the table. 

MR, BUKATOR: It will go on the igem 
itself. If that item costs so much you can still go 
out and shop for that item and buy it where you can get 
it for the cheapest amount. 

MR, HENDRIE: Maybe so. 

MR. CAWKER: Well, for cash or credit. 
I think this is the essence of it, isn't it? 

MR. HENDRIE: Maybe so. 

MR. MacDONALD: If he knew he were 
paying 54% he might go and borrow the $20.00 from the 
bank and pay only 6%. 

MR. BUKATOR: I feel very confident 
that it is not going to offend anybody. They will, I 
think, go to where they can borrow this cash money that 
you speak of, and then buy the item for cash and pay 
you people this rate of interest that you indicate so 
clearly in this brief that you submitted, which is 
excellent. 

MR, HENDRIE: It would cost .40¢ to 
borrow it from our Company. 

MR, BUKATOR: There you are, .40¢d. 
Already the party has saved $1.60 on that item. (Laughter 
It's as simple as that. 

MR, MacDONALD: Mr. Chairman, in the 


interest of timing, I would like to concentrate on one 




































‘wy aa patyng “76. wots ancy cegstind rot 
odstastat ot safer Loaowe ahi at sewn! dedd 
titers A fed on. et | 


[ity $k wake oc i fal eeeH , A 
lwo. ont sshna oy (law ot bas adeno ah) bastante ed 
godt edt-ae oaolfhe Sa: Reo | 
oa J f)98 Bo voy 250m @¢ aeaet amo¢L dade 22 \ teeth 
tee Gan tor ota of goo tate g@ewd Page Dedede Baaoe 
‘te, eqesde edt 0% re ; | 

Bree Lie ae 

—fanets To Aver to fiek W4ASAD. tA 
re: a. ,22 So onpeadecohh ak abi? sakat 2) 

“ ; pace 

seaw af warri r? LU toa. . ae 
ed? 07 vs vovoo’ bes og deta et Wee gabe. 
we ‘Ufa 469 Bas: aaad 

WaeOk es veo leat T OCI ee 
i ~diiw yet? .vbedyns Pas vke GF gahes gon Biege ede | 
Odd \eiiu dad: atad eounyod me ved? erodtw od oy .«amtcdd 
Woe hic Anan <7i “agl ate yuck med? Daa ,36 Aeeqa wo jf 
Wh ofaelwe, voy dent sasuedee teehee ates alqonq voy [it : 
ob goldw .badvtadua Sonya Sete edit mnt haere foe. 


er-n0}, Jags bivow 7. 


OR hOTA korg erred? 3 


aetagiat) ome ty MBiio ao 05. bie D : ork 4 sas. t 
| “ me iene ria " Be tts er . 


i ree ‘ oe 


- : | arti +H 7 £4 2 7 7 Ran a 
Wwe tte, i wr 'B bs hak rts <4 
ae Pi ; b 7 saan hal 





ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 19 42 





area. I can't reconcile some of the figures in your 
opening paragraph. You say that 99% of the money is 
written by members of your Association. Now I did a 
calculation of the list of the members of your Association 
at the back and there are 54 of them and yet there are 

83 companies. You mean to say that roughly 30 companies, 
who are not members of your Association, are only doing 

1% of the business? 

MR, CAWKER: I believe that's the 
calculation, sir, yes. 

MR, MacDONALD: Really? 

MR. CAWKER: Yes. 

MR, JONES: There may be some companies 
under the Act, sir, that predominantly are not a small 
loans business, in order to service any business that 
might come in they do not actively seek business under 
the Small Loans Act. It may be a convenience to a 
conditional sales operation, but they are not actively 
seeking business under the Small Loans Act. They have 
it there as a convenience to give their retail or 
acceptance customers that may require that service. 

MR. MacDONALD: Would you say this is 
the main reason why the 30-odd companies are not members 
of your Association, that they are not primarily intereste 
in this field? It's just sort of an auxiliary service 
that they use whenever -- 

MR. JONES: That's right. 

MR, MacDONALD: Well, following from 
that there is one area that I must say is preoccupying 


me more and more. I was interested in your Table on page 
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credit. The figures are that you have nothing back in 
1949, you have 15 millions in 1957 and 45 millions in 
1962. Still a small percentage of your overall loans 
and on page 8 you have this rather significant sentence: 
"Sales finance companies which specialize in this service 
to dealers rarely deal directly with the prospective 
purchaser at the time of purchase ". Now, in the instances 
where your companies are, in effect, providing the credit 
for a sales purchase and here, incidentally, if I may 
interject, here is where I find it very difficult to 
distinguish between a cash loan and what you describe 
as sales financing. Because it is all so neatly tied 
into a bundle. Let me give you a specific case. 
MR, LAWRENCE: (Statement inaudible) 
MR. MacDONALD: No, no, it can be 
done right here. If a small loans company is providing 
money for the completion of a -- rae sales credit -- how 
are you going to distinguish your loan? Let me give 
you a specific case which I would like to see this 
Committee pursue. I have here, for example, a contract 
that was from the Mural Stone Company out in Downsview 
where they went up in Northern Ontario and the contract 
was to apply green horizontal sidings on a complete 
house, four sides, from the foundations to the eaves, 
the gables to be done in coral and so on and so on. 
$1,895.00. The man is handed a contract which says 
$1,895.00 plus carrying charges in 60 monthly payments 


of $48.50. So his total outlay was going to be in excess 
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of $2,900.00. This was handled through the Premier 
Finance Corporation, 500 University Street. Now the 
thing that puzzles me is, if your companies are getting 
into this, is what sort of watching Greek do you have 
over the sales practices which you, in effect, take 
over. In this specific one I have got here -- I have 
got a thermofax copy of it right here -- the agent 
who sold it, his name has been rubbed out. The man 
who signed it, his name has been rubbed out and his 
wife's name has been put in and I am told that this was 
done after the contract was written. This information 
I get from Bill Grumand, Q.C., who was a former member 
of this legislature and is familiar with this kind of 
thing. But yet this is then taken by a finance company 
and this rather little educated person is told he can 
get his house redecorated in this fashion for $1,895.00 
when in fact he finds that he has got just under $3,000.00 
Indeed, the final book that he got from the company 
wasn't 60 payments of $48.00, but he found when he got 
it that it was 59 payments of $48.50 with the 60th 
payment being $75.50 so that it added another $27.00 
to the contract. Now I come back to my basic question. 
Your companies are moving into this. Do you go back and 
examine the nature of the deal, whether there was mis- 
representation in it, whether there was even fraud in 
the contract, because here names have been rubbed out 
and things of this nature, before you accept responsibilit 
for this? 

MR. CAWKER: Well, yes. I think this 


is just good business practice, Mr. MacDonald. Frankly, 
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I have a fair amount of regard for the good business 
judgment of our members and I can't possibly understand 
that one of them would take that kind of a contract. 

MR, MacDONALD: This is one of your 
companies? 

MR. CAWKER: They are not a member, no, 
What I'm saying, this is -- 

MR. MacDONALD: I'm going to go back 
to that sentence in your brief: "Sales finance companies 
who specialize in this service to dealers rarely deal 
directly with the prospective purchaser", So, by your 
own admission, you don't go back to the purchaser to 
find out whether he was led up the garden path, high 
pressured, dealt with in various -- 

MR. OAKES: I can outline that practice 
Mr. MacDonald, as far as our own industry is concerned. 
You notice there, in this case there has been a fraudulent 
act, I assume by the salesman to make this paper a 
worthwhile contract to a sales finance company who are 
prepared to discount it. Now in our own industry and 
just recently we have had some discussion with Ottawa, 
with the Department of Insurance, there are many small 
merchants in communities all across Canada, who do not 
deal directly with a sales finance company. A person 
comes in to purchase an article, say, for $50.00. The 
dealer would then refer him to one of our branches and 
in every case we reserve the right whether or not we will 
accept this contract on the basis, again, of the man's 
character, ability to repay, all these points. And so 


we are dealing directly with the purchaser. He is 
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referred to us by the merchant, but we make the decision 
whether to take it. If it is for the purchase of a 
piece of equipment or some durable merchandise, it could 
be placed on a conditional sales contract. 

MR, MacDONALD: Well, Mr. Chairman, 
I'll leave it then if it doesn't relate to these people 
here. But it seems to me this is an area -- you advised 
me to take it up with Mr. Sedgwick, and I shall 123 this 
is an area that we have really got to take a look at 
because I noticed in the latest news stories of this 
British Bill that is now being introduced, namely, that 
when a contract is entered into by a door-to-door 
Salesman, usually there are various form of pressure. 
The British Act is now going to give them four days 
in which they can back out of it. Apparently the latest 
news story indicates that they are also giving particular 
consideration to the business of where the contract is 
immediately discounted to a finance company. 

MR. CAWKER: Well, I would say, Mr. 
MacDonald, as a matter of business practice, and I'm 
sure my friends in the sales finance company would not 
disagree with this, but a door-to-door selling campaign 
resulting in conditional sales contracts presented to a 
sales finance company for discount, I can only say that 
generally speaking the flag is up right there. This is 
something that requires usually some looking into and 
as sales finance companies -- and my company is engaged 
in the sales finance business -- the integrity of the 
dealer and his salesmen and the type of paper he is 


submitting, is of paramount importance because if we are 
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buying contracts where there has been misrepresentation, 
then all we are doing is running off down the drain 

all the good public relations we have tried to develop 
through the years. We are making enemies, not friends. 

MR, LAWRENCE: Let's not exclusively 
pick on salesmen. 

MR. CAWKER: No, no. I said any 
dealer, whether it be a dealer who employs salesmen 
or whether it be a car dealer or appliance dealer. His 
integrity, the way he stands behind his product, the 
way his salesmen sell. They like the conditional sales 
contract, this is where we say that there is limited 
contact with the customer. So if we find that some 
funny things are happening as in the case you have 
brought up, Mr. MacDonald, names are switched around, 
the charges are different from what the company under- 
stood -- and I think any good, ethical, reputable 
Sales finance company will do a cross-section of direct 
confirmation with the customer, "Did you get delivery? " 
las it as indicated here -- a 1959 Plymouth, or what- 
ever?" Because otherwise, first thing you know you have 
got a snowball on your hands and it's then the sales 
finance company or the lender who pays the piper. 

MR. MacDONALD: Well, I'll leave it 
there, Mr. Chairman, except that I think this is a really 
important area in the cost of credit because the net 
effect of this procedure is that the company selling it 
discounts it, which means that the price as far as the 
consumer is concerned, is gone up -- I suspect if we were 


able to get percentage figures -- a pretty shocking 
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percentage is increased. Like here he gets an $1,895.00 





cottage and he is charged $2,900 and some dollars. I 
have learned,more by accident than by design, in the 
last week or so of this going on in vacuum deals and 
many other kinds of selling and, in my view, it's right 
within the purview of this Committee, because it's a 
part of consumer credit. 

MR, WHITE: That's why I was asking 
Mr. Cawker if the members of the Association, the 
corporate members, dealt with other things than the 
Small Loans Act. I guess I was asking my question in 
too obtuse a way. I understood you to mean your companies 
deal almost exclusively with small loans. 

MR. CAWKER: As Mr. MacDonald brought 
up, IL think we had a very -- the companies who are 
members of our Association, and I have to apologize again 
for the fact that we thought we were asked to come here 
as an Association of Canadian consumer loan companies -- 
and within that Association I think our penetration into 
the sales finance field was one point -- 

MR, WHITE: 1.1 -- page ll. 

MR. CAWKER: 1.1. For that reason, 
because there is an Association of sales finance companies 
who, I believe, will appear before you, we did not deal 
with that area. 

MR, WHITE: Well, I notice, Mr. Chair- 
man, the federal Small Loans Act states the cost of any 
loan shall not exceed, etc. But on the Central contracts, 
rendered to us, it says the rate will be such and such, 


bearing out Mr. Oakes contention that a maximum establishe 
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by the government becomes the market rate, The maximum 
becomes the minimum. 

MR. OAKES: In this case it does so 
because the rate is so tight. We mentioned that we do 
have the lowest cost small loans rate in the world and 
the maximum -- 

MR. WHITE: Didn't you infer, though, 
that the maximum does become the market. I mean if the 
maximum were three, that would become the market, likely? 

MR. OAKES: No, sir, because there are 
many states in the United States where the fixed rate 
may be three, but there are many members operating 
at 23, 2 3/4. Under the Canadian rate, it is such a 
tight rate that there is no room for this competitive 
factor. In effect, as I mentioned to Mr. MacDonald, 
many of the small operators are disregarding, although 
they own licences for the convenience of their existing 
customers, they do not aggressively seek business under 
the Small Loans Act because of the tight rate. 

MR, WHITE: There is no price 
competition? 

MR. OAKES: There is no price 
competition. 

MR. HENDRIE: The rate in Alaska, 

Me. White, is 4% per month or 48% on the first 300, or 
150, or something, and I don't know of anybody who is 
operating in Alaska, including ourselves, who charge a 

4% rate. In Australian, each one of the Australian states 
legislate on interest separately, and I don't know of 


anybody who is charging the maximum rate there. And in 
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England, where they have no legislation, but they have 
a permissive rate, which is considered, if you took a 
case to Court, that 4% per month on the unpaid balance 
is not inconscionable. Certainly our company is 
operating at a substantially lower rate than that in 
England. But that's where you have rates that allow 
for competition. Where you get down as in the small 
loans field, as Mr. Oakes said, you have much room to 
manoeuvre any more. 

MR. OAKES: There is no price 
competition in this field right now because the rate is 
depressed. 

MR. WHITE: Well, would you agree 
with the economists who universally hold that the 
disclosure of interest rates would introduce a measure 
of price competition that doesn't now exist? 

MR. OAKES: I didn't know the econo- 
mists were in universal agreement on that. L didn't 
think economists agree on anything. (Laughter) 

MR. WHITE: Any economist that I have 
ever read has expressed himself on the subject and is 
very much in favour of improving the market by the 
revelation of rates, according to a formula. 

MR. OAKES: Well, we have had complete 
disclosure, as you know, since 1939, but the economic 
facts of life are there and in spite of the fact that 
we have had disclosure there really is, as you have just 
brought up, there is no competition costwise. 

MR. WHITE: You are not setting forth 


the effective rate though. 
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MR. HENDRIE: What, on our loans? The 
effective rate is shown on our loans. 

MR. WHITE: Well, the effective rate 
is not shown as a percentage figure. If I borrow $400.00, 
the effective rate is not shown. 

MR. OAKES: Mr. White, may I explain 
this, sir. On the average chart, for a member of our 
Association, if you showed an effective rate on, say, 
every ten dollars of loan, you would have to produce 
something like 650 charts. The question is would you 
have 650 different rate statements printed on your chart 
or would you depend upon the typist typing in effective 
rates on each loan transaction. I am just speaking 
about human error there. It would be tremendous as 
far as documents are concerned. That is the problem, 
sir, Either to print 650 different types of effective 
rates for each $10.00 and each maturity, or to have 
the typist type it in at the time the loan is made. 

MR. WHITE: Well,where it says in 
instalments of $50.00 a month you would put the effective 
rate of 19%. 

MR. OAKES: Well, sir, that would be 
fine, but you do leave yourself open to a lot of incorrec 
figures. This is one of the main problems. 

MR. HENDRIE: One of the ways to 
simplify it would be to -= 

MR. WHITE: Well, I thought your 
colleague had already conceded it wouldn't be a difficult 
problem in your industry? 


MR. HENDRIE: I conceded only on the 
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basis that we are doing it as we are. I didn't understan 
that we were going to have it broken into groups of 
loans. I merely said that we are already expressing it 
as an interest rate. I would rather have the federal 
government raise the rate to 2% on all loans right 
straight up the line, then we would have -- 

MR. OAKES: I think from a practical 
standpoint, Mr. White, that if anybody knows, if the 
public is educated to any one rate, it is the fact that 
licensed loans companies charge 24% per annum, There has 
been so much publicity. I know socially, if I am 
introduced, some people say, "You're one of the fellows 
that charge 24% per annum". I think if there is one 
universal part of public reputation it is the fact that 

it is very costly to deal with a small loans company. 

MR, WHITE: I think everybody would 
agree with that, the tremendous publicity over the past 
few years. I don't want to get back into a debate 
about the simplicity of it. 

MR. SANDERCOCK: Most of the things 
I had on my mind have been pretty well answered. I was 
just very happy to go over this brief here. I think 
4t all boils down pretty well that the borrower should 
know exactly what he is paying for the money that he 
porrows. 1 think it has been pretty well explained 
here. I think Mr. Cawker read this brief here very,very 
well. A number of years ago -- (rest of sentence 
inaudible). 

THE CHAIRMAN: Mr. Reilly? 


MR, REILLY: Yes, Mr. Chairman, there 
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are one or two items I would like to check here, please. 
On page 28, Mr. Cawker, your concluding thought, in 
which you say that "the final point we wish to emphasize 
is that ...... all credit grantors dealing with the 
public and not already required to disclose their costs 
should be included", Do you have someone, or some group, 
specifically in mind who are not already required to 
disclose their credit costs? 

MR, CAWKER: Mr. Reilly, I think 
possibly we have sort of had our fingers rapped already 
for springing to the defence of some of the other credit 
grantors, but I would have to say this, that I feel 
that many people take it for granted that it is too 
easy to develop a formula. Now, as 1 said earlier, I 
have been in this business for 28 years now and if I 
were operating a, let us say a revolving budget plan 
-~- and I think that probably serves a purpose in our 
scheme of things -- I would shudder to be faced with 
developing a formula which would be all-embracing any 
more than going any further than we have here in a 
statement of rate. Today I have heard actually the first 
criticism of the fact that we have what we thought was 
complete disclosure. I can subscribe to what Mr. Oakes 
has said, that there would be an awful lot of paper 
involved to go any farther than we have. 

MR. REILLY: Do you know of any 
credit grantors that are not disclosing rates now? Or 
their costs? 

MR, CAWKER: Yes, I would have to 


say I know many. 
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MR. REILLY: On the following page, 
in your Appendix A, Mr. Cawker, under (da), you say that, 
"Every Member shall, if so requested by the borrower"... 
then they give him a copy of the contract. Now, one 
of the members of this Committee explained that he had 
difficulty, or one ef his clients or friends or 
constituents had difficulty, in obtaning a copy of a 
contract. I wondered why you should say, "if requested 
by the borrower"? Wouldn't it be just good common 
sense and plain good business to give him a copy of 
the transaction? 

MR, CAWKER: I think I would have 
to say that that is the general practice today, Mr. 
Reilly. I think this is one item, because it has never 
been a problem in our Association or with our members. 
It might have, since 1944, been reworded or improved, 
but it has never been a problem. I think I can safely 
say it is standard practice in our industry to give 
the borrower a copy of the pertinent documents. 

MR, REILLY: Thank you, Mr. Cawker., 
Now, you say you have ben subject to some criticism. 
Let me tell you, sir, as a member of the Committee, that 
I think you have a very complete brief and I think that 
you have rendered a service to this Committee today. I 
am not in accordance, personally, with some of the 
comments that have been made. I don't agree with the 
member from Niagara Falls from the standpoint of $2.00 
or 54%. I think if people know they are going to spend 
$2.00, they will assess it on the basis of $2.00 or not 


and under those circumstances either accept the service 
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or reject the service. This is their privilege. I am 
sorry that I have to disagree with members for whom I 
have a great deal of respect, such as Mr. White and 
Mr. Irwin. I don't think that giving the person a 
percentage rate is going to give him the information 
that he requires because, according to your brief here, 
what he requires in most instances is the dollar value. 
Now, on one of your pages it was pointed out that we 
don't all -- I think by the same member from Niagara 
Falls -- that we all don't have professors for husbands. 
Now on page 18 it might be of interest to the members 
of the Committee, Mr. Chairman, those that are listed 
under this Table for School Teachers, Managers, Officials 
Proprietors and those in the Professional group, just 
exceed 7% of the 100% involved. And I think this is a 
point that Mr. Irwin and Mr. White and other members of 
this Committee perhaps should take into consideration. 
And I understand that this brief represents 65% of the 
people in the small loans business at the present time. 
And if this table is correct and if these people are 
doing 65% of the business, then those who are borrowing 
on this basis, shown on page 18 on Table 7, School 
Teachers, Managers, Officials, Proprietors and Profession 
al people, constitute only 7% of the people who are 
porrowing. 

MR. BUKATOR: That's because they know 
the interest rate. 

MR. REILLY: Yes. So under those 
circumstances let's give some consideration to the 93% 


who are borrowing and who want to know the dollar rate 
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rather than the interest rate, 

MR. BUKATOR: And who are being 
swindled because they don't know the rate. 

MR, REILLY: They know the dollar rate 
here very clearly, Mr. Bukator. It says 24% and in 
addition to that, if they are not satisfied with 24%, it 
says it's $13.54. They have it both ways right in 
the contract. 

MR, BUKATOR: You are back to the 
Small Loans Act now. We were talking about the small 
consumers who don't buy under this Act. 

MR, REILLY: You are most vigorous, 
even when you are wrong. 

MR. BUKATOR: Yes. (Laughter) 

MR, LETHERBY: I haven't much to 
contribute, Mr. Chairman. I think it is an excellent 
brief. I think these gentlemen are to be commended for 
the time they have taken. It is very comprehensive. 

I rather lean to the view than Len does here and we 
have gone over this many times. In all the organizations 
that we have had come before us, we have got down to 
this reveal the interest rate, have some common formula 
whereby you know the interest can be uniformly shown. 
But not one of them -- and we have had some very smart 
financial tycoons here -- could come up with any idea 
or suggestion how this can be done, For instance, one 
man, probably not too well educated or supposing he is 
reasonably well educated. He goes to the bank and he 
borrows a sum of money and he is being charged 6%. He 


would go to you boys probably for a loan of, what is it, 
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under $300? And it's 24%. He's confused right off the 
pat. He figures, "Why in Sam Hill can't we have an 
interest rate right across the board that's the same "'? 
He doesn't understand it. My own thinking is, and I 
lean to Len's here, it would be nice to have a uniform 
formula and interest rate, but what the man is interested 
in, as you have just been saying, is the dollar cost. 
He borrows $100 and you say here, "We want five dollars 
in exchange for the use of that money", That's what 
he is concerned about. He can't figure out an interest 
rate because we in this Committee can't figure it out. 
So I am all for the dollar cost. (Laughter). 

One other item I think Mr. Hendrie 
mentioned, and that is the central registry. Back 
in 1954, Mr. Hendrie, this Legislature set up a Select 
Committee on the subject and I remember I was on that 
Select Committee. Bob McCowrey was the Chairman and 
the Honourable ( ) was also on that Committe¢. 
And we went out to British Columbia and saw their 
system and we thought it was very good. We made a very 
detailed and good report, I thought, -- Bill ( ) 
was on that too. And we submitted it to the Legislature 
and it got pigeoned or buttonholed or something. I 
don't know where it is. But we felt it was a very good 
report. And I agree with you, sir, that it is something 
very badly needed, That's all I have to say. 

THE CHAIRMAN: Any other questions? 

MR, REILLY: Not another question, 
Mr. Chairman, but I do have an observation. On page 19, 


-- I know it's pretty popular for a politician to refer 
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to these people who are down and out and how we are 
trying to protect the small salaried earner, but we 

see that those who are 65 and over represent only 1.01% 
on the basis of the age of the borrower and that most 
people who are borrowing on the small leans basis are 
between age 20 and 45 and only 1% are 65 and over. 

THE CHAIRMAN: Can you give us any 
idea of what percentage of borrowers are declined a 
loan? 

MR, CAWKER: I think we covered, we 
made the statement in the brief, Mr. Chairman, that 
60% -- well, 40% of the loans are declined. I believe 
one of our larger companies has a slightly different 
figure in its own operation, which you will probably 
hear about, but industry-wide we decline about 40% of 
the applications. 

THE CHAIRMAN: And where you have 
a repeat customer, how long might it be before he 
will come back the second time for a loan? 

MR, CAWKER: I don't think I could 
find a yardstick to give you a time, Mr. Chairman. 

THE CHAIRMAN: Do you think that 
consumer credit has reached a dangerous level? 

MR. CAWKER: On the basis of our 
records and what we see in the field, I can't see that 
consumer credit per capita has reached a dangerous level. 
I think our own statistics, between our own statistics 
and those developed by the Department of Insurance over 
the years, indicate that the consumer himself is a pretty 


good judge of whether he should borrow or whether he 
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shouldn't borrow. I know we hear of the occasional 
unfortunate evidence of bad judgment. I think that is 
inevitable. But when you consider the amount of 
consumer credit that is transacted in this country or 
in the United States or, for that matter, in England, 
I do still have the greatest of faith in the ability 
of the Canadian consumer to make a fair projection of his 
own ability to repay, whether or not he should borrow. 
And this is rather consistent, although our statistics 
don't go back that far, during both upswings and down- 
swings, in the economy. 

THE CHAIRMAN: Do your member 
companies ever try to dissuade the potential borrower 
from making a loan? 

MR, CAWKER: Yes, sir, yes, sir. 

THE CHAIRMAN: (Inaudible) 

MR. CAWKER: Yes, I would say it 
has been, In my own experience and aiso in discussions 
within our Association. 

THE CHAIRMAN: And could you tell us 
something about your write-offs, give us an individual 
case where you might have decided to write off the debt? 

MR, CAWKER: Would you like to deal 
with that, Mr. Oakes? 

MR, OAKES: I can only speak from my 
own experience as a major company in the industry. We 
have, this particular company has, hundreds and hundreds 
of letters on file from welfare agencies where we have 
discovered a case, possibly an account that is paid right 


up to date, and you find that there has been some very 
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tragic family misfortune. We are approached by welfare 
agencies, particularly the Army Benevolent Fund, we 
enjoy a very good relationship with the Army Benevolent 
Fund, where they will come to us and ask us either ae 
write-off an account completely or to reduce payments 

or make some special arrangements in order that they can 
balance out the family finances. This isn't unusual, 
today, where families run into problems, even to the 
extent where they do not come and ask us to cancel 

the debt, but where we voluntarily have cancelled debts. 

THE CHAIRMAN: That is where someone 
has intervened on their behalf? 

MR. OAKES: Yes, sir. We usually sit 
down with the welfare worker or Army Benevolent people 
and try to come up with a solution that will be helpful. 

MR. CAWKER: Some years ago I might 
say, Mr. Chairman, the matter of cooperation with, among 
others, the Army Benevolent Fund was taken up at an 
annual meeting of our Association and I think it would 
be fair to say that cooperation by our membership gener- 
ally, since that time, has been something we can be 
proud of. 

THE CHAIRMAN: Gentlemen, are there 
any further questions? 

Well then, as we have said before, Il 
think you have done a very excellent job on the pre- 
paration of this brief and on your presentation today. 
As Chairman, I. think it is along the lines I expected it 
to be and 5 I think, along the lines that I tried to 


explain, when they left, that this was the sort of brief 
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that you were requested to prepare. You have delved 

into it a little more fully than we expected and I am 
Sure we will find it very helpful. You have been, of 
course, very cooperative and we appreciate it. Thank 
you, 


---MEETING ADJOURNED UNTIL 10:00 A.M., DECEMBER 3, 1963. 





ee a ae 


sie % bik batoo gad ov risislet ee x00 ondong a 3 











SRd 


als 
sr i! ae .e 


bevish overt wo? ee oe . 
; . atte ae 


a 


aeyt oven vo¥ « Ietgied yoev of butt ssw oH ‘aca 
jxev? Ub etatectiigqe ey ben putdernques mike <o0ae 


= i ieee i 


AMMA 





peak Pac Ah 
teat,” itty aH) Vit (ita Fee 


. fie ae Fm) ae 


wae 
j VC aN Arde th 
> a 
* y 
- wee " 
i Ae at 
; f dey 
p Ah 
ead 
i 
Hl \ 
I 
‘ TOA 
A 
vy Ne 
| 
hiy 
i 





LAMININ EL) 


3 1761 11467531 7 


